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THE FUTURE OF INTERNATIONAL TRADE! 


1. THE question to which I am seeking an answer is—What 
is the future of international trade? Will it ever play again the 
same dominant part in the economic life of the world that it played 
in the nineteenth century ? 

Let me put the question another way. Consider two well- 
known sets of facts. Ever since the war, and expecially since 
1931, the course of international trade has been throttled by 
an incredible maze of obstacles and restrictions, culminating 
in that startling bid for economic self-sufficiency, the German 
four-year plan. Yet in 1929 the volume of world trade was 
greater by more than a quarter than in 1913; even in the trough 
of 1932 it did not sink below three-quarters of its 1929 level : 
and it has now come near to regaining that level. Which of these 
two sets of facts represents the true mind of the world for the future 
—the apparent determination of Governments, egged on by their 
citizens (for it is no use pretending it is all the fault of the Govern- 
ments), to strangle international trade, or the obstinate determina- 
tion of trade not to be strangled? or are the two sets of facts 
reconcilable in terms of some intelligible trend, some fumbling 
purpose to which the nations will one day learn to give fruitful 
effect ? 

2. Forgive me if I go back to the beginning. The case for a 
large volume of international trade rests on the different endow- 
ment of nations in respect of natural resources, human quality 
and skill, and acquired equipment. Where these differences 
are great, it is to the immediate economic advantage of all parties 
that a large volume of trade should take place. The fact that 
Utopia can grow wheat, even the fact that she can grow more 
wheat per acre or more wheat per man than Ruritania, is not in 
itself an argument against her importing wheat from Ruritania 
if she can turn her resources to the production of other things in 
which her advantage over Ruritania is greater still. The volume 


1 A lecture delivered to the Liverpool Economic and Statistical Society on 
October 13, 1937, here printed with a few minor alterations. 
No. 189.—voL. XLvIm. B 
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of profitable trade depends on the width of these gaps in the 
comparative advantages of different countries for the production 
of different things. 

Let us first put ourselves back in the first decade of this 
century, endow ourselves with ordinary economic foresight 
but not with prevision of the war and its consequences, and ask 
ourselves what the future then seemed to hold in store as regards 
these gaps in Comparative Advantage. It was, I think, fairly 
evident that they were tending to become narrower. The 
sharpness of the outline between the granaries and the workshops 
of the world, to put it briefly, was already becoming blurred. 
In the first place, it was becoming plain that proficiency in the 
arts of mechanised industry could not remain for ever the monopoly 
of the nation, or even of the group of nations, that had first learnt 
to use them. Secondiy, electricity was already promising to 
release the factory from the pull of the coalfields and pointing 
both to a different, and to a less intense, localisation of manu- 
facturing industry. Thirdly, to turn to the other side ef the picture, 
the exploitation of virgin soils in the new countries appeared to be 
reaching its limit, and agriculture there too to be coming up against 
its old enemy, the law of diminishing returns. Thus the long-term 
prospect seemed to be that of a world in which the international 
exchange of goods would play a smaller part relatively to total 
production, and would be conducted on terms progressively 
more disadvantageous to the teeming industrial populations of 
western Europe. 

3. Now let us demand of ourselves a great feat of the imagina- 
tion, and picture ourselves living indeed in 1937, but in a world 
in which there has been no war. Have the forces which we 
descried at work thirty years ago worked themselves out as we 
expected in reducing the advantages of international specialisa- 
tion, or have they been modified in any way? Has any new force 
made its appearance ? 

As regards the first two forces, there is no doubt, I think, 
as to the answer. The diffusion of industrial capital and of 
industrial skill has proceeded even more rapidly than most 
people would have prophesied. In particular it has become 
evident that the simpler processes of textile manufacture can be 
carried on with approximately equal efficiency by almost any 
kind of population in almost any part of the world. The oil- 
engine and the hydro-electric plant have continued to press home 
their assault on the sovereignty ofcoal. From this side the narrow- 
ing of the gap of comparative advantage has proceeded apace. 
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4. When we turn to the other side, the conclusion is not 
so clear. There are three far-reaching factors to be taken into 
account, and it is by no means evident how their net effect is 
likely to work out. The first and most obvious is the astonishing 
achievements of science in the domain of agriculture. These 
achievements fall into two main groups, the mechanisation of 
agricultural operations and the improvement of the breeds of 
animals and plants; I have neither the time nor the knowledge 
to appraise them in any detail. Their most spectacular effect 
has been to cheapen the cost of the products of agriculture in 
terms of the products of industry, so that one of the tendencies 
which we thought we saw at work thirty years ago—the tendency 
of the terms of trade to turn against the manufacturing countries 
—has been dramatically reversed. To step for the moment into 
the real world (since for the hypothetical warless world which we 
have agreed to explore we dare not invent figures), the price of 
Britain’s imports in terms of her exports was in 1931 some 
30 per cent., and is even now some 20 per cent.. lower than 
in 1913.4 But forthe purpose of our main problem what we want 
to know is not how much scientific progress has cheapened the 
products of the earth, but whether it has increased or diminished 
the economic advantages of international specialisation. And in 
spite of some confusing cross-currents, there seems at first sight 
to be no doubt about the answer. It is on the side of the large 
prairie wheat-factory, not of the fragmented country-side of the 
Old World, that the tractor and the combine weight the scales. 
It is in outlandish regions in the cold north or the drought-ridden 
desert rather than on the rich soils of temperate zones that 
the Mendelian plant expert confers his richest gifts. And it is 
not only in the field of the production of raw things but also of 
their transport that science, on the whole, still seems to fight 
on the side of regional specialisation and long-distance trade. 
Man has learnt to control temperature, and therefore the good 
fairies of ripening and the demons of decay; meat that is no worse 
than chilled can at last voyage safely from the Antipodes, and the 
most telegonous fruits appear in our shop-windows at the most 
unlikely seasons. 

True, nothing in this world works only one way; and scientific 
invention, which can thus confer its blessing on the localised 
producer, can also suddenly turn round and smack him in the 

1 These figures, it is true, reflect not only the relative movement of costs in 


agriculture andindustry, butalso the relative change inability to control production 
by monopolistic methods. 
B2 
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face. In the warless world in which we are still moving in 
thought, we can perhaps forget about Buna rubber; but we can 
hardly think away synthetic fertilisers and artificial silk. Air 
and wood are more widely diffused over the globe than nitrate 
deposits or fibrous annuals, as water is more widely diffused than 
coal; at the bid of science a Chile yesterday, a Texas or Bengal 
to-morrow, may wake up to find its occupation gone. 

5. Furthermore—and this is the second of the far-reaching 
factors to which I alluded a few minutes ago—there hangs over 
the populations of the new countries, or some of them, a cloud 
of which they were scarcely aware thirty years ago. It is being 
increasingly borne in upon them that their vast specialisations 
of the late nineteenth century were to a certain extent bogus 
specialisations, founded on reckless mining of the soil, on natural 
but disastrous ignorance of the cyclical misbehaviour of sun and 
cloud, on improvident sacrifice of the leisurely tree to the crop 
which is here to-day and gone to-morrow. Behind the restriction 
schemes of Secretary Wallace and the financial junketings of 
Mr. Aberhart looms the enormous spectre of the Dust-Bowl. 
The same charge of living on capital lies, of course, ultimately 
against specialisations founded on the exploitation of mineral 
wealth, though the pigeon takes longer to come home to roost,— 
how much longer the South African in particular does well from 
time to time to ask himself. But whether it work slow or fast, 
we have here a factor tending, like the diffusion of manufacturing 
skill, and on the whole unlike the factor of agricultural improve- 
ment, to limit the advantage of international specialisation and 
the growth of international trade. 

6. Thus even for the peaceful 1937 of our imaginings, the 
picture is already somewhat complex and confusing. But 
perhaps we can fairly sum the argument, so far as it has yet 
gone, by saying that on the balance the tendencies which we 
descried thirty years ago towards the curtailment of long- 
distance trade have received a moderate check. It is true that 
the oversea populations have become cleverer at twisting and 
hammering things; but they have also become cleverer at their 
old game of growing things: so that if the gap of Comparative 
Advantage has been encroached upon from one side, it has also 
been widening out on the other. 

Is that, still barring war and the mentality begotten by 
war, a picture which, however sketchy, is complete as far as 
it goes, or have we left something ~ital out? Yes, I am afraid 


the answer is that, apart altogether from war and the rumour 
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of war, we have left out something of great importance—the 
third of the far-reaching factors which I mentioned some minutes 
ago. When we try to introduce it, the picture becomes more 
complex still; and I think on the whole the balance of the 
argument changes. 

The specialisations of the nineteenth century were not simply 
a device for using to the greatest effect the labours of a given 
number of human beings; they were above all an engine of 
growth. Their most spectacular effect was to hold at bay for a 
century the devil which Malthus had unchained, so that, just as 
the Red Queen was five times as rich as Alice and five times as 
clever, so the inhabitants of these islands in the pre-war decade 
managed, according to a commonly quoted though obviously 
not very reliable computation, to be four times as well off as 
their ancestors of a hundred -years before and four times as 
numerous. And then, just as we were wondering whether the 
devil of population pressure could be kept at bay much longer, 
we looked over our shoulders, and lo and behold !—he was gone. 
But he has left a curious smell behind, and we are none of us quite 
sure whether it is brimstone or roses. So far as the future of 
international trade is concerned, there is at present a strong 
disposition among thoughtful persons to believe that the brim- 
stone predominates. 

It is important, though it is not always quite easy, to make 
out exactly what these thoughtful persons ‘are saying. Let 
us try to give definiteness to the problem by supposing that 
the populations of the whole world, at any rate outside Soviet 
Russia and Eastern Asia, become stationary within the next 
few years, and continue practically stationary for, let us say, 
the next half-century. Naturally we shall not expect the aggre- 
gate either of world production or of world trade to grow as fast 
as they did while population was still increasing smartly; we 
should expect production to grow, for instance, by an annual 
average of say 2 per cent. instead of 3 per cent. But are there 
any reasons to expect that in such circumstances world trade 
will grow more slowly than world production, and indeed perhaps 
will cease growing at all ? 

Yes, say the thoughtful persons who smell brimstone, there 
are such reasons. As people become richer they spend a smaller 
proportion of their income on food of any kind, and a smaller 
proportion still on the simpler and cheaper kinds of food. Now, 
as long as the industrial populations were still increasing at a brisk 
rate, it was possible to rely on a constantly expanding market for 
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the simpler foodstuffs. Anything which cheapened their cost of 
production in the overseas countries was an unequivocal blessing 
to their farming populations; even falling prices were compatible 
with rising profits and increasing employment on the land. But 
if the increase in aggregate world output has to be absorbed entirely 
in the form of increased consumption of goods per head, that is 
no longer true. The combine and the tractor and the researches 
which produced Marquis wheat and P.O.J. 2878 have come in a 
sense too late. For they bring with them now not only lowered 
costs, but glutted markets, and a formidable problem of 
occupational transfer for the farming populations of the overseas 
lands. And even if that problem could be solved quickly and 
without friction, which is not the case, it seems likely that it 
would be solved in ways that tend to close rather than to widen 
the gap of Comparative Advantage, and so to limit the scope for 
international exchange. 

7. There is, say the thoughtful persons, one outstanding reason 
why this process of readjustment should lead to a relative decline 
in international trade. The Great Specialisation of the nine- 
teenth century was not simply an exchange of industrial products 
for agricultural products. Following Mr. Hartley Withers, we 
may visualise it as in part an exchange of capital goods for pieces 
of paper called securities, followed at a later date by an exchange 
of other pieces of paper, called interest-coupons, for agricultural 
products. Thus the volume of trade was kept at a high level by 
two closely-connected facts—first, the fact that the new countries 
keenly desired a type of goods, which we may think of for short as 
steel rails and girders, which the older countries were peculiarly 
fitted to supply, and secondly, the fact that the old countries 
did not demand immediate payment for these goods, but were 
willing in effect to supply them on tick, so that the volume of 
trade was continuously larger than it would have been had it 
depended solely on the opportunities for simultaneous barter. 

Now this process of foreign investment, so the argument 
runs, was bound up with the growth of population rather than 
of production. In whatever exact form a stationary population 
elects to take its rising standard of life, it is not likely to be a 
form which entails the same hectic construction of railways and 
harbours and bridges in distant lands as did the clamour for 
bread and shirts which rose in the last century from the growing 
millions in the factory towns. Thus three consequences will 
follow, all of them damaging to the volume of international trade. 
In the first place, the imports of overseas countries will tend to be 
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confined to what they can pay for out of their current output. 
In the second place, their demand will shift away from those 
things in which the gap of Comparative Advantage between 
agriculture and manufacture is widest—for when all is said and 
done there is stronger reason why steel should be forged in 
Sheffield than why cotton should be spun in Oldham or saucers 
baked in Staffordshire. And thirdly, so far as the overseas 
countries still do desire to borrow and to import capital goods, 
they will tend to make their interest payments in subsequent 
years not by expanding their exports but by curtailing their 
imports—« method equally satisfactory, perhaps, to the foreign 
creditor, who is concerned only to receive his money, but by 
no means equally satisfactory to those whose livelihood is bound 
up with the processes of international trade. 

Now I think myself that there is at present a little too much 
disposition to smell brimstone rather than roses in the wake of 
the vanished devil of population pressure. It would seem as 
though we ought to be able to make the roses predominate if 
we really wish. But as regards the problem immediately in 
hand, the probable behaviour of the volume of international 
trade in the next half-century, I think there is much force in the 
argument which I have just tried to set forth, and that it goes a long 
way to cancel the argument on which I laid stress earlier—the 
argument, namely, that the progress of agricultural improvement 
has lowered agricultural costs more in the new than in the old 
countries, and so on the face of it favoured a still higher degree 
of international specialisation. 

8. Let us now enlarge the range of our enquiry by asking a 
further question. Granted that we must learn to accommodate 
ourselves permanently to a smaller relative volume of international 
trade, does it also follow that we must learn to accommodate 
ourselves permanently to a more restrictionist trade policy 
throughout the world? Or is the tangle of restrictionism in the 
midst of which we live the result not of the deep-seated economic 
forces which we have so far been attempting to analyse, but of the 
factors which we have been deliberately trying to think out of the 
way—of the war and its unhappy aftermath ? 

The logical connection between trade shrinkage and trade 
restriction is not, I think, immediately self-evident. The mere 
fact that the balance of advantage is on the side of having a smaller 
’ relative volume of international trade than in the past is not in 
itself an argument for taking steps to make that volume smaller 
still, for the benefit of particular groups of producers, any more 
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than it is an argument for trying to keep the volume uneconomically 
large, for the benefit of the owners of ships or dockyards. It is 
good fun for the Protectionist to be able to catch the Free Trader 
out, as he sometimes can, adopting the posture of a defender of 
vested interests and the status quo—shedding over laid-up ships 
and closed bill-brokers’ offices those tears which he would condemn 
as unmanly weakness if they were allowed to flow over derelict 
wheat-fields and idle cotton-mills. But to cry Tu quoque is not 
the same thing as to prove one’s case. Why should the fact 
that the scope for advantageous exchange between nations is 
narrowing be an argument for putting increased obstacles in the 
way of such exchange as still remains advantageous? Is it not 
rather an argument for sweeping away those obstacles which exist ? 

Something like a rational answer to this question can perhaps 
be put forward on these lines. A narrowing of the gap of 
Comparative Advantage will not only diminish the volume of 
advantageous foreign trade, but will tend to produce a state of 
affairs in which there is a relatively large volume of foreign 
trade trembling, as it were, on the margin of advantageousness, 
and liable to be blown to one side or the other of that margin 
by small changes in the wind of circumstance. If, having been 
for sume time just outside the range of profitableness, it is suddenly 
blown just within that range, great dislocation and distress will 
be caused to those who have laid their plans on the expectation 
of its remaining outside that range; and at the same time the 
benefit conferred on the community as a whole will be relatively 
small. To take an extreme example, the exchange of ice for coal 
between North Polia and Infernia not only yields a large measure 
of benefit to consumers, but is also likely to remain very stable, 
since a violent change in climatic conditions would be needed to 
disturb it. But the exchange of black shirts and red shirts 
between Fascia and Bolschevia is liable to ebb and flow in the 
most confusing fashion in accordance with minute technical 
changes; to eliminate it altogether would confer a great boon 
of security upon the shirt-makers of the two countries, at a cost 
to the shirt-wearers negligible compared with the sums of which 
they are already being mulcted for the benefit of their respective 
party funds. 

It is very difficult to make up one’s mind how much weight 
ought to be attached to this argument in any particular case. 
We must not overlook the fact that specialisation by different 
countries even in what look to the outsider like very similar 
branches of the same industry may bring great advantages, 
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owing to the economies of production on a large scale, and may 
remain fairly stable over decades. But I think we can be certain 
that great weight will be attached to this argument from stability 
whenever it can be made to seem at all plausible to do so. And 
we can therefore affirm as a fact, so to speak, of natural history, 
that a relative shrinkage of world trade due to a narrowing of the 
gap of Comparative Advantage is likely to be associated with a 
further shrinkage due to policy, since it tends both to make more 
prominent the evils of instability and insecurity and to lower the 
real cost to the community of attempting to mitigate them. 

9. So far as the prospective relative shrinkage of world trade 
is due to the agricultural revolution and the flight of the Malthusian 
devil, the connection with increased restrictionism appears to be 
of a somewhat different kind. For, as we have seen, the agri- 
cultural revolution has not diminished the relative advantage 
of the overseas countries in the production of food, but rather 
increased it. To the urban populations, therefore, the cost of 
agricultural protectionism, in the sense of the benefits now 
within their reach which it forces them to forgo, is not less but 
greater than it was. But since they have benefited absolutely 
from the agricultural revolution, they are not too acutely aware 
of this; and it proves politically feasible, in various countries in 
various degrees, to extract from them the sacrifices necessary to 
accord to the home agricultural populations some protection 
against that instability of livelihood which results from the re- 
current tendency to world-wide agricultural glut. Indeed, it 
proves feasible in some countries to go further, and to hold in 
check, perhaps indefinitely, that migration from the soil which 
the agricultural revolution and the flight of the Malthusian devil 
prescribe. Thus it becomes possible to indulge in a certain measure 
those deep non-economic instincts—in part military, in part 
social, in part aesthetic,! in part apparently sheerly mystical— 
which instruct all of us, in greater or less degree, that a country 
whose agriculture is “too small” (whatever exactly that may 
mean) is a country not fit to live in. 

10. Now once more the prime object of my enquiry is not 
how far these developments of policy are justifiable, but how 
far they were in any case to be expected as a bye-product of 
fundamental economic change, as distinct from being merely the 
spawn of war and the atmosphere of war. It is, I think, quite 


1 My own ideal agricultural policy would make the payment of a subsidy 
on the production of wheat conditional on the sowing of a handsome quota of 


poppies in among it. 
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extraordinarily difficult to determine. One cannot lay one’s 
finger on this duty, that quota, that piece of exchange control 
and say that one is due to the check to the growth in population, 
the second to currency disturbance and the third to political 
ambition or military precaution. As our British tariff con- 
spicuously illustrates, the arguments by which a measure is de- 
fended do not always bear much relation to the pressures which 
have led to its imposition; and the reasons for which it remains 
in force may differ widely both from the real and from the avowed 
reasons for its original introduction. But it may perhaps serve 
to throw some light on the prospects for the future if we attempt 
to distinguish three phases in the progressive orgy of restrictionism 
in which the world has in fact indulged since the end of the Great 
War. The first, taking principally the old-fashioned form of 
tariff protection, may be said to have arisen fairly directly out 
of the war itself: for its chief motive force was the desire of 
individual industries in numerous countries to perpetuate the 
natural protection which they had enjoyed, with the end of the 
submarine and the blockade, during war-time. Sir Arthur 
Salter has vividly described how the great difficulty in making 
head-way against the ‘“ cumbrous, complex and provocative ” 
tariff system which thus grew up in the twenties lay not in any 
“real conflict between divergent national interests and national 
policies,” but in the fact that “‘ there were no genuine national 
policies conceived as a whole but only a series of national systems 
improvised under pressure.” + It would be difficult, I think, to 
argue that this system, at any rate as it actually developed, re- 
presented any real or rational attempt on the part of the world to 
adjust itself to long-term changes in the underlying conditions 
of international economic relations. 

The second wave of restrictionism, extending far beyond 
mere tariff protection into the jungles of quantitative regulation 
of imports and control of exchange dealings, was of course 
associated with the rush for cover from the depression of 1929 
and the financial crisis of 1931. In the case of every country the 
primary and ostensible object of the intensified restrictionism 
was the protection of its balance of payments, endangered, as 
the case might be, by the collapse of the market for its exports, 
by a drying up of the long-term loans on whose continuance it 
had based its economic life, by a flooding of its market with dumped 
imports, by a withdrawal of short-term loans which had been 
incautiously woven into the fabric of its monetary system—or by 

1 World Trade and its Future, p. 39. 
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some combination of these various misfortunes. Now since in 
every country this wave of restrictionism had its immediate 
origin in a crisis of currency and exchange, there has been a 
tendency to hope that it would recede automatically as, by one 
expedient and another, the various countries got their currency 
and exchange position into some sort of order; and the Tripartite 
Monetary Mouse of October 1936 was loudly acclaimed as herald- 
ing a return towards what seems in retrospect the economic 
liberalism of 1929. This has turned out to be an over-optimistic 
view ; for, apart from the special troubles of the French, and from 
that darkening of the political atmosphere to which 1 will come 
in a moment, the truth seems to me to be that, so far as one can 
now distinguish between them, the post-1929 restrictions, whether 
justifiable or not, were more in the nature of a genuine reaction 
to a long-period change in underlying conditions than was the 
hugger-mugger tariff-building of the nineteen-twenties. For it 
was in the crisis of 1929-33 that the world first woke up to the 
iong-term problems created by the agricultural revolution and by 
the precariousness of the whole system of foreign lending. What- 
ever measure of recovery has been achieved since, these problems 
still remain unsolved ; and the refusal of the post-1929 restrictions 
to disappear is therefore less surprising, if not less annoying, than 
is sometimes pretended. 

In the third and latest era of restrictionist policy, we must, 
I think, detect a different strain. For though in a sense it dates 
from the fall of the dollar and the breakdown of the World 
Economic Conference in 1933, and thus represents an intensifica- 
tion of the crisis policies of 1929-31, in another and deeper sense 
it is, it has lately been suggested, more instructive to connect 
it with two slightly earlier events, the Japanese seizure of Man- 
chukuo and the inauguration of the Ottawa System of Empire 
trade. Each of these events, however different otherwise in 
character, represented the deliberate use of political power for 
the attainment of exclusive economic advantage, and in turn 
foreshadowed the sacrifice of economic well-being to the consolida- 
tion of political power. With the closure of Germany for re- 
armament and repair, with the breakdown of the world peace 
system in the face of aggression, with the exhibition of the in- 
convenience which even half-hearted economic sanctions could 
inflict, with the tardy re-arming of the British Empire, the 
Economics of Crisis have tended to pass insensibly into the 
Economics of War. And in the Economics of War the subtleties 


1 PEP Report on International Trade, p. 223. 
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of Comparative Advantage become a foolish irrelevance. A must 
grow, not what he is most fitted to grow, but what will save most 
shipping space. B must make, not what he is most fitted to make, 
but what can be made most easily out of local sawdust and mud. 

Confusingly enough, this final efflorescence of economic 
nationalism has been accompanied by a striking expansion of 
world trade, and even by a slight tendency towards the relaxation 
of certain trade restrictions. But we must not, I think, be too 
much uplifted by these facts. For in the first place the rise in 
the price of raw materials on which the trade recovery has been 
largely based has increased the economic pressure on the hungry 
Powers, and reinforced their motives for achieving ultimate 
self-sufficiency. And secondly, a temporary Governmental thirst 
for deadly metals is not a very firm foundation on which to base 
our hopes of freer trade. 

11. We have now, I think, at last, however summarily, taken 
all the elements of the confused story into account. What kind 
of picture emerges? It is, I am afraid, neither a very clear nor 
a very cheerful one. But it seems to be a picture of a world in 
which a volume of international trade, relatively diminished as 
compared with pre-war or even pre-crisis days, will continue to 
be conducted by mechanisms more cumbrous, in the face of 
hindrances more severe, than then prevailed. In some degree, 
whatever political appeasement may achieve, these restrictive 
policies will continue inevitably to be coloured by the Economics 
of War. But in some degree they will be based on conceptions 
of national advantage, expressed in terms like “ stability ” and 
“ balance,” which would not be unintelligible or unworthy even 
in a world where peace was assured. So vague, however, are these 
concepts, so difficult of measurement are the advantages claimed, 
that there will be constant danger of the whole system degenerating 
into a struggle of interested groups, and constant need for initiative 
and endeavour to prevent the volume of international trade 
from being constricted beyond what is necessary or reasonable. 

What particular courses of action does it behove a wise man, 
who wishes to keep his feet upon the earth, to advocate in this 
situation? That is what I wish to learn. For my own part, 
I can only pass on, in my own grouping, the thoughts which I 
have picked up from better instructed persons than myself—I 
have in mind particularly Sir Arthur Salter, and the anonymous © 
authors of that remarkable production, the PEP Report on 
International Trade, on which I have already freely drawn. I 
propose therefore to end by flinging down, without argument, 
six, propositions to serve as bones of contention. 
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(1) We should do our best to widen and exploit such gaps 
in Comparative Advantage as remain. The broad dichotomy 
between agriculture and manufacture does not exhaust the truth ; 
there is agriculture and agriculture, manufacture and manufacture. 
In agriculture, the deflecting menace of war obstructs, perhaps 
fatally, the full exploitation of the economically obvious specialisa- 
tion—durable foods from the prairies, perishable foods from the 
home acres : but subject to its pressure, we must do what we can. 
In manufacture there is still room for specialisation between the 
simple and the complex, the low grade and the high, the goods 
for consumption and the machine that makes the goods. If, say 
the PEP experts, manufacturing industries abroad are assisted 
to grow on sound lines with active participation by United King- 
dom manufacturers, the inevitable decline in the export of directly 
competitive goods should be accompanied by increasing exports 
of capital and other.specialised goods. How much is there in 
this idea ? 

But I think the event may show that sooner or later we must 
go further, and reconsider in some measure that wholesale lopping 
off of manufactured imports from Europe which constituted, 
together with the depreciation of the pound, our main contribution 
to the international beggar-my-neighbour of 1931. For the wise- 
acres who sneer at three-cornered trade have not appreciated, 
I think, the full dimensions of the world agricultural problem. 
For reasons already emphasised, we are not in a position to make 
up to the primary producers overseas for the loss of those European 
sales which gave them pounds with which to buy from us—pounds 
which they can no longer obtain because the European manu- 
facturer is hindered by our tariffs from earning them by the sale 
of his goods in our markets. 

(2) National complexes about the balance of payments, 
while less acute than they were, still exist among creditors and 
debtors alike; they are not wholly irrational, and we must take 
account of them. Thus we must be prepared for a time to see 
foreign investment largely take the form of the export of machinery 
and the like, financed by credit of a few years’ duration, rather 
than of the old long-term untied loan; though the opportunities 
for that may return some day. In a different field, here is another 
interesting suggestion of the fertile PEP. In the old days, they 
point out, the balancing of imports and exports was not left so 
wholly to chance as we are sometimes taught to believe. For 
the merchant who sold British goods abroad frequently did a two- 
way trade, providing a market for the wares of his customers. 
This the big manufacturing firm, who has learnt to dispense with 
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the merchant’s services, fails to do; and the opportunities for 
trade are curtailed accordingly. There is room, suggests PEP, 
for a new type of trading company to fill the gap. 

(3).We must be thankful for small mercies. Bilateral agree- 
ments are better than nothing to start with; so perhaps even are 
the despised exchange clearings with which the Continent of 
Europe is honeycombed. Groups for the mutual expansion of 
trade would be better still. Our rigid insistence on the main- 
tenance of our most favoured nation rights hampers their forma- 
tion; it is also, in view of the Ottawa system, something of an 
impertinence. 

(4) In the light of what is now known about the nutrition 
of the people, it is not tolerable that we should chatter for ever, 
as I have been chattering, about there being too much food in 
the world, though too much of some foods there may from time to 
time be. The recent report of the League of Nations Committee 
on Nutrition has given some striking illustrations of how far, 
even in the richest countries in the most prosperous years, the 
diet of large sections of the people falls below what is reasonable. 
If increases in direct taxation are needed to implement a nutrition 
policy which shall reap the fruits of modern dietetic knowledge 
and at the same time go some way towards reconciling the con- 
flicting claims of Wiltshire, New Zealand and the Argentine, 
sooner or later they will have to be forthcoming. 

(5) A detached matter, but one of great importance. It 
is our bounden duty to contribute to political appeasement by 
the reversal of the policy of discrimination in favour of British 
goods in the Colonial Empire—a policy which has been indifferent 
economics, bad morals, and shocking diplomacy—though it may 
not be an economist’s business to say so. The recent stirrings 
of Government policy in this direction are much to be welcomed, 
though it does not look as if Lancashire is going to allow them 
to go very far. 

(6) To relax import control in booms and tighten it in slumps 
is a bright thought as far as it goes : the trouble is that it is likely 
to occur to other people as well, and that spoils half the fun. The 
truth is, commercial policy is not enough. Unless we can work 
towards international control of the cyclical movement of trade, 
sooner or later we shall all be back in the gutter playing beggar- 


my-neighbour. But that is another story. 
D. H. RoBEertTson 


Cambridge. 
1 Since the lecture was delivered, the quota system in Malaya has been further 
extended. 

















THE ENFORCEMENT OF THE COLLECTIVE BARGAIN IN 
THE UNITED KINGDOM 


For the purpose of this article a collective bargain means a 
bargain made by a Workers’ Trade Union with an Association of 
Employers (in the eyeof the law equally aTrade Union, though not 
commonly so called) as regards wages, hours of work, overtime 
and conditions of labour generally. 

Before the Trade Union Act, 1871, Trade Unions were 
hampered at every turn by the Common Law principle that 
agreements in restraint of trade were against public policy, and 
unlawful. By the 3rd section of that Act any agreement or trust 
was freed from illegality on that ground but by the 4th section of 
the same Act nothing in the Act was to enable any Court to 
entertain any legal proceedings instituted with the object of 
directly enforcing or recovering damages for the breach of certain 
classes of agreements, the 4th and 5th classes being “‘ any agree- 
ment made between one trade union and another,” and “ any bond 
to secure the performance of any of the above mentioned 
agreements.” 

The main theme of this paper is to consider first how far 
collective bargains are indirectly recognised and enforced, and 
secondly a recent statutory experiment in the direct enforcement 
in one industry of a collective bargain. Before, however, these 
two subjects are investigated it is worth mentioning that section 4 
does not include in its list of unenforceable agreements a collective 
bargain made by a Workers’ Trade Union with a single employer. 
These bargains are relatively of small industrial importance, but 
the creation of large combines such as Imperial Chemical Industries 
is tending to place a single firm in a position equivalent to that of 
an Employers’ Association. The position is rather different where 
there is a collective bargain in an industry where most of the 
employers belong to the Employers’ Association, but some do not, 
and the Workers’ Trade Union approaches a non-federated firm 
and succeeds in getting it to agree to the terms of the collective 
bargain. There is apparently nothing to prevent the Trade 
Union from taking steps to enforce such an agreement, but the 
following defences would no doubt be raised : (a) that the parties 
did not intend the agreement to be enforceable at law, but merely 
intended to put the non-federated firms in the same position as the 
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federated firms ; (5) that there was no consideration for the agree- 
ment; (c) that the Trade Union had suffered no damage by reason 
of the breach. It is quite clear that the individual workmen 
concerned could not sue on the agreement as they are not parties 
to it. If their individual wage bargains expressly or impliedly 
incorporated the terms of the collective bargain, they could of 
course sue on such individual bargains, and there would be no need 
to sue on the collective bargain. If the Court could be per- 
suaded to grant an injunction restraining the employer from 
making wage bargains in breach of the terms of the collective 
bargain that might be an effective remedy, but as far as is known 
such an enforcement has never been sought. 

To return to our main subject, from 1871 onwards collective 
bargaining has played an increasingly important part in modern 
industry, but it was not till 1934 that any collective bargain was 
made directly enforceable in a Court of Law. It should be 
recognised that the concessions made to the Trade Union move- 
ment by the Trade Union Act 1871 were grudgingly made, and 
that Trade Union activities were at that time regarded with a 
great deal of suspicion. Public opinion about Trade Unions 
began to change in the decade 1880 to 1890, when social questions 
were widely debated, and the founding of University Settlements 
brought the intelligentia into direct contact with the working 
classes and their leaders. The serious study of Trade Unions 
contained in such works as The History of Trade Unions and 
Industrial Democracy (Mr. and Mrs. Sidney Webb) brought about 
a new understanding of the aims of Trade Unionism. The 
following passage from the Final Report of the Royal Commission 
on Labour, which was issued in May 1894, recognises the social 
value of collective bargaining. ‘‘ Powerful Trade Unions on the 
one side and powerful Associations of Employers on the other 
have been the means of bringing together in conference the 
representatives of both classes, enabling each to appreciate the 
position of the other, and to understand the conditions subject to 
which their joint undertaking must be conducted. The mutual 
education hence arising has been carried so far that, as we have 
seen, it has been found possible to devise articles of agreement 
regulating wages which have been loyally and peacably maintained for 
long periods.”” From about this time the Trade Union movement 
received a series of setbacks due to decisions of the Law Courts 
which were entirely unforeseen when the Trade Union legislation 
of the ’70’s was enacted, and these decisions were not reversed 
until 1906, when the Trade Disputes Act, 1906, was passed. 
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As early as 1893 in the case of Temperton v. Russell (1893, 
1 Q.B. 715) the principle had been laid down that it was actionable 
not merely maliciously to procure a breach of contract, but also 
to procure that persons should not enter into contracts. In 
other words, it would be actionable not merely to persuade men to 
throw up their work without notice, but also to dissuade men from 
going into the master’s employment. In 1896 in the case of 
Lyons v. Wilkins (1896, 1 Ch. 84) the Chancery side of the High 
Court of Justice issued an injunction to restrain picketing which 
was so carried on as to amount in the eyes of the judges who 
granted the injunction to the offence of “‘ watching or besetting.” 
In 1901 in the case of Quinn v. Leatham (1901, A.C. 495) the 
House of Lords propounded the doctrine that an action by two 
persons might be a civil wrong, when a similar action by one only 
would not be actionable. On this principle persons who promoted 
a strike involving no breach of contract, could be made to pay 
damages for loss sustained by the person against whom the strike 
was directed, though such promoters had by legislation passed 
in 1875 been absolved from any criminal charge of conspiracy. 
The culminating point was reached in a decision of the same year 
in the Taff Vale case (1901, A.C. 426) when it was held that a 
Trade Union could be sued in its registered name for the wrongful 
acts of its agents and officers, and that any damages awarded 
could be taken from the accumulated funds of the Union. Pro- 
fessor Jenks in his Short History of English Law (p. 337) sums up 
these two decisions of the House of Lords thus: ‘“ The House of 
Lords first invented a new civil offence, and then created a new 
kind of defendant against whom it could be alleged.” Further, 
one of the consequences of the Boer War was to check the progress 
of social legislation, so that fifteen years elapsed before the public 
commendation of the advantage of collective bargaining which 
has just been quoted led to any practical steps being taken. 

It is characteristic of the spirit of English legislation that 
long after “‘ freedom of contract ”’ as the only mode of fixing wages 
had become discredited, the enforcement of the collective bargain 
as to wage rates, or of wage rates compulsorily fixed, was indirect, 
and employers were persuaded by ingenious means to forego 
voluntarily their freedom of contract. The first of these indirect 
methods of making the observance of the collective bargain 
compulsory was the passing by the House of Commons of a resolu- 
tion which ordered a fair wages clause to be inserted in all govern- 
ment contracts. The date of this resolution was 10th March 1909, 


and the material part of it ran as follows: ‘‘ The contractor shall 
No. 189.—voL. XLVIII. Cc 
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. . . pay rates of wages and observe hours of labour not less 
favourable than those commonly recognised by employers and 
trade societies (or in the absence of such recognised wages and 
hours, those which in practice prevail amongst good employers) 
in the trade in the district where the work is carried out.” This 
decision of the Government to enforce collective bargains in the 
carrying out of Government contracts was a public endorsement 
of their social value of the highest importance. The contracts 
given out by local authorities represent a further large slice of 
industry, and fair wages clauses on the lines laid down by the 
House of Commons resolution are now inserted almost as a matter 
of course in such contracts. 

A further development on similar lines was the London 
Passenger Transport (Agreement) Act, 1935, which was passed to 
implement an agreement made between the Treasury and the Rail- 
ways for the carrying out of extensive new works, alterations and 
electrification estimated to cost a sum of £40,000,000. Under this 
Act the Treasury is authorised to guarantee the interest and 
capital on a loan to defray the expenditure. The agreement is 
set out in the schedule to the Act and therefore acquired statutory 
validity. Its provisions included the usual fair wages clause 
referred to above. Another clause stipulates that if direct labour 
is used by the railways the wages and conditions shall be those in 
force in the undertaker’s service on similar work—a clear safeguard 
of trade union terms. 

In the same year 1909 the first Trade Boards.Act was passed 
which provided for the fixing in certain sweated trades of a mini- 
mum wage. But before the minimum wage was to become 
compulsory there was interposed a period of limited operation, 
of a minimum duration of six months, and during such period 
employers could voluntarily undertake to pay the minimum wage, 
and to induce them to do this these volunteers were given a 
monopoly of public contracts. In practice the period of limited 
operation was in no case extended beyond the minimum period of 
six months, and the Trade Boards Act, 1918, abolished it. This 
more courageous policy was largely due to a wave of progressive 
thought which was characteristic of the later period of the Great 
War. Another sign of the times was the Final Report of the 
Whitley Commission which appeared in July 1918. The main 


1 The Minister of Labour has appointed a Committee, consisting of representa- 
tives of Government departments, trade unions, and employers’ organisations, 
with an independent chairman, to consider the working of the Fair Wages 
Resolution, and to advise whether any changes are desirable and practicable. 
(Ministry of Labour Gazette, 1937, p. 297.) 
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proposal of the Report of the Commission was the division of 
industry into two sections. The first of these was to consist of 
industries in which the organisation of employers on the one side, 
and of men on the other side, was so complete and effective that 
wages and conditions could safely be left to be dealt with by a 
Joint Industrial Council for each industry, such Industrial Council 
consisting of an equal number of representatives from the organisa- 
tions which the masters and the men had already created. The 
second class was to consist of industries which did not reach this 
high level of organisation, and for this class Trade Boards and not 
Industrial Councils were to be set up. The scope of the Trade 
Board Act, 1918, was fixed with this recommendation in view and 
the words chosen to define the trades in which Trade Boards could 
be set up became “any specified trade as to which the Minister 
of Labour is of opinion that no adequate machinery exists for the 
effective regulation of wages throughout the trade, so that having 
regard to the rate of wages prevailing in the trade, or any part of 
the trade, it is expedient that the Trade Board Act should apply 
to that trade.” 

We are not concerned in this paper with Trade Board determina- 
tion of wages, except in so far as the Trade Board machinery has 
been actually used to make collective bargains concluded inde- 
pendently of the Trade Board enforceable. This has been done 
to a slight extent and under exceptional circumstances. For 
instance the Coffin Furniture and Cerements Trade Board has to 
deal with a small number of skilled metal workers of a type 
normally found in the Brassworkers Society, and both sides of the 
Board have been willing to adopt the grading schemes, with con- 
sequent wage payments, for which the Brassworkers Society have 
obtained recognition from the Employers’ Associations. In this 
way an existing collective bargain is legally enforceable through 
the Trade Board machinery for a small proportion of the workers 
to whom it applies. On the other hand many Trade Boards 
refuse to legislate for the skilled workers in their industries and 
exercise an independent judgment as to the rates they fix for the 
unskilled workers More must be said about the efforts made by 
the Joint Industrial Councils to have legal effect given to their 
decisions. 

In the years immediately following the War there was very 
great activity in the department of the Ministry of Labour which 
was entrusted with the task of promoting the formation of Joint 
Industrial Councils, and a large measure of success was attained. 


The first business of a Joint Industrial Council was the settlement 
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of standard wages and conditions of work, though this was only 
part of their programme. Whatever may have been the feeling 
of employers in Victorian times, it seems to be true to-day that 
most employers welcome a common rule for the whole of a trade, 
but nothing irritates an employer more than to feel that he is 
bound either by law, or by his voluntary undertaking to pay 
a standard wage and maintain standard conditions of work, 
while his competitors are free from any similar bondage. This 
difficulty arises under Trade Board legislation when for reasons 
of administration work done under certain conditions is included 
within the scope of the Board whilst similar work done under 
other conditions is excluded. In the working of Joint Industrial 
Councils the grievance appeared in a much aggravated form. The 
leading firms in an industry agree to form a Joint Industrial 
Council, and by means of it, succeed in raising the standard of 
wages and conditions of work in the greater part of the industry 
which they control. There may be, however, small or less reput- 
able firms which do not observe the agreed terms. In such a 
situation a Joint Industrial Council had apparently only three 
courses: (a) to trust that the Trade Union side of the Council 
could bring sufficient pressure to bear on these firms to make them 
come into line, (b) to admit that the industry was insufficiently 
organised and to ask the Minister of Labour to set up a Trade Board 
for it, or (c) to ask Parliament to give statutory effect to the 
determinations of the Industrial Council. There were certain 
obvious objections to courses (a) and (b), but course (c) commended 
itself to the employers concerned, and the character of the proposed 
legislation was very carefully considered. 

In 1924 a private member’s Bill, promoted by the Association 
of Joint Industrial Councils, was introduced in the House of 
Commons but failed to reach the Committee stage. Similar Bills 
were introduced by private members in 1930, 1931, 1932 and 1933, 
but never progressed beyond the formal First Reading. The 
main provision of the proposed legislature was to require the 
Minister of Labour to make an order confirming, with or without 
modification, any “‘ decision ” of Joint Industrial Councils on the 
written request of the Council. The order was to be made “ after 
consultation and agreement” with the Joint Industrial Council 
concerned. 

The Minister of Labour has frequently received deputations 
on the subject from 1920 onwards. The attitude of the Govern- 
ment has always been that although not opposed in principle to 
the idea of compulsory enforcement of agreements of Joint 
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Industrial Councils, nor fer that matter to a wider extension of the 
principle to all collective bargains, no official action would be 
taken to facilitate or promote legislation unless there was sub- 
stantial agreement of opinion on the subject among employers 
and employed generally.1. Such agreement has, in fact, not so 
far been forthcoming. The Trade Union Congress was in favour 
of unilateral enforcement only, with the result that whereas an 
employer who offered wages or conditions below those laid down 
by the collective agreement would be penalised, no liability would 
fall on a worker who accepted such conditions. The Minister of 
Labour has, however, stated that equality of obligation would be 
an essential condition. The Joint Industrial Councils have them- 
selves been divided on the question of whether the statutory 
enforcement of their awards is desirable, although there has always 
been a majority in favour of the principle. These factors have 
inevitably impeded the progress of legislative efforts of the kind 
referred to; but the matter cannot be regarded as finally settled 
in a negative sense. 

Of recent years, and possibly as a consequence of this failure 
to secure legislative support for their decisions, many of the Joint 
Industrial Councils seem to have died or sunk into a state of coma. 
The Report for the year 1934 of the Minister of Labour gives a 
list of only eleven active councils. 

We have seen that since 1909 the principle has been recognised 
that employers who have government contracts should observe 
such collective bargains as are applicable to their industries in their 
respective districts. This principle has recently been extended 
to one of the great public utility services, viz. the Road Trans- 
port Industry. The Road Traffic Act, 1930, provided that wages 
and conditions should not be less favourable than the wages 
which would be payable and the conditions which would have to 
be observed under a contract which complied with the require- 
ments of any resolution of the House of Commons for the time 
being in force applicable to contracts with Government depart- 
ments, and by a further provision the right was given to the 
Transport Trade Unions to make representations to the Traffic 
Commissioners that existing wages or conditions of persons oper- 
ating public service vehicles carrying passengers were not in 
accordance with such requirements, and in default of a satis- 
factory settlement by the Commissioners, the Minister of Labour 
might refer the matter to the Industrial Court for settlement. 


1 Report on the Establishment and Progress of Joint Industrial Councils. Pub- 
lished by H. M. Stationery Office (1923), pp. 167-169. 
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The Road and Rail Traffic Act, 1932, amended and extended these 
provisions. In the first place it provided that the Industrial 
Court in arriving at its decisions should have regard to any 
determination which might be brought to its notice relating to the 
wages or conditions of service of persons employed in a capacity 
similar to that of the persons to whom the reference relates, and 
contained in a decision of a Joint Industrial Conciliation Board, 
or other similar body, or in an agreement between organisations 
representative of employer and workpeople. Further the provisions 
were to apply to drivers or statutory attendants of vehicles 
licensed for the transport of goods. Legislation of the year 1936 
extended the principle to two industries where something in the 
nature of a statutory monopoly was created. The Sugar Industry 
(Reorganisation) Act, 1936, provides by sec. 23, subsec. 1 that the 
wages paid to persons employed by a licensed refiner of sugar, 
and the conditions of their employment, shall be either (a) those 
fixed by a collective bargain, or (6) those fixed by a Joint Industrial 
Council, or (c) such as satisfy the House of Commons resolution. 
If any dispute arises as to what wages ought to be paid or what 
conditions ought to be observed it must, if not otherwise disposed 
of, be referred by the appropriate Minister to the Industrial Court 
for settlement. Under subsec. 2 the Industrial Court is directed 
in arriving at its decision to pay regard to the position of similarly 
employed persons under a decision of a Joint Industrial Council, 
conciliation board, or other similar body or under a collective 
bargain. Under subsec. 3 the award of the Industrial Court is 
to be an implied term of the contract between the employer and 
workers concerned. The Air Navigation Act, 1936, sec. 27, 
contains similar provisions as to the wages payable by any 
subsidised person to persons employed by him in connection with 
the carriage by air of passengers or goods. 

An interesting instance of a device to provide a voluntary 
sanction for the observance of collective agreement is to be found 
in the boot and shoe industry. The manufacturers’ associations 
are combined in the Federated Associations of Boot and Shoe 
Manufacturers, while the workpeople are organised in the National 
Union of Boot and Shoe Operatives. The conciliation agreement 
provides that no strike or lock-out shall take place in this industry 
without prior resort to arbitration and all disputes are to be 
decided by an umpire. Provision is made for monetary penalties 
in the event of either side failing to comply with this agreement, 
and each side pays a sum of £1000 into a guarantee fund for 
this purpose. The umpire is empowered to determine whether 
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a breach of the agreement has occurred and the amount to be 
forfeited by the guilty party. 

This completes the examination of the various indirect 
methods for securing positively that the terms of the collective 
bargain shall be observed, but before we proceed to examine the 
one instance of a direct enforcement of such a bargain, it will be 
as well to notice the provisions of unemployment insurance law 
which recognise that the payment of unemployment benefit must 
not be used to undermine a claimant’s right to a proper wage. 
Under this legislation a refusal of suitable work exposes a claimant 
to a disqualification from benefit for a maximum period of 6 
weeks, but employment is not to be deemed suitable in relation to 
any claimant if it is (2) employment in a situation vacant in 
consequence of a stoppage of work due to a trade dispute, (b) 
employment in his usual occupation in the district where he was 
last ordinarily employed at a rate of wage lower, or on conditions 
less favourable than those which he might reasonably have expected 
to obtain having regard to those which he habitually obtained in 
his usual occupation in that district, or would have obtained 
had he continued to be so employed (in other words, a claimant 
who has habitually obtained the terms agreed to in the collective 
bargain applicable to him in his district is entitled to refuse any 
job offered to him in that district on less favourable terms) ; (c)em- 
ployment in his usual occupation in any other district at a rate of 
wage lower, or on conditions less favourable, than those generally 
observed in that district by agreement between associations of employers 
and employees, or failing any such agreement, than those generally 
recognised in the district by good employers. It should be noted 
that this last provision applies to a claimant who is a non-unionist, 
and gives him the right to stand out for the Union rates and 
conditions, whether he has habitually obtained them in his own 
district or not. In the same way the law provides that when after 
a reasonable time an unemployed man is bound to consider work 
outside his usual occupation it must be employment at a rate of 
wages not lower, and on conditions not less favourable than those 
generally observed by agreement between associations of employer 
and employees, or failing such agreement than those generally 
recognisec. by good employers. 

For 25 years from 1909 to 1934 Parliament showed that it was 
prepared to give support in many indirect ways to the observance 
of collective bargains, but not to take any direct action to give 
them statutory effect. What has since led to the first change in 
that attitude was the depression in the cotton trade. Exceptional 
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measures both economic and legal were demanded if various means 
of rehabilitating the industry were not to be thwarted by the 
independent action of small minorities. There was a very strong 
case for the compulsory application of a common rule. We are 
only concerned with the legal side. By the Cotton Manufacturing 
Industry (Temporary Provisions) Act, 1934, machinery was set 
up under which the terms of a collective bargain could be made 
terms of the contract of every employed person, and then to pay 
less than the appropriate wage became an offence punishable by a 
fine. The Act was full of safeguards. When an organisation of 
employers and an organisation of employed persons in the 
industry have reached agreement they are enabled by the Act to 
make a joint application to the Minister of Labour asking him to 
make a statutory order. The Minister on receiving the applica- 
tion must appoint a Board to consider and report on the applica- 
tion, unless he is satisfied that the organisations do not represent a 
majority of looms, or a majority of persons in the affected grades 
oflabour. The Board consists of three neutral persons, and one of 
these is the Chairman. Each party to the collective bargain may 
appoint six assessors to sit with these three persons. The Board 
is not to recommend the making of an order unless it is unanimous. 

After the passing of this Act an application was made to the 
Minister of Labour to bring into force a collective bargain which 
had been arrived at, and after the procedure set out above had 
been completed the Minister gave legai effect to the collective 
bargain by Statutory Order No. 602 of 1935. How far is this 
Act likely to become a precedent for similar legislation? All that 
can be said is that the Minister of Labour in his report for the 
year 1935 admits that “‘ in certain quarters attention was focused 
on the possibilities of legislation to give statutory force to 
voluntary agreements.” 

It will be seen from this survey that the collective bargain has 
been given a limited legal recognition in Great Britain, that Trade 
Unions have had a legal status conferred on them by legislation, 
that collective agreements have been encouraged in certain 
industries by the fair wages clauses introduced by Parliamentary 
resolution and by subsequent legislation such as the Road Traffic 
Act, but that the collective bargain between a Trade Union and 
an Employers’ Association remains in general a contract which 
will not be enforced by the courts and for the breach of which 
damages will not be awarded. 

This is a very remarkable position having regard to the fact 
that England was the first country in which the workers became 
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organised for vocational purposes in the modern sense, and in view 
of the widespread practice of collective bargaining in all the 
major industries. During the last twenty years the collective 
contract has acquired in various continental countries, of which 
France, Italy and Russia may be mentioned as examples, not 
merely legal validity but an exceptional status as an instrument of 
recognised public importance, while an extensive literature on 
the subject has arisen to testify to the interest with which the 
subject is regarded abroad. The Cotton Manufacturing Industry 
Act, 1934, is, however, a definite step which Great Britain has 
taken in a new direction involving the abandonment in one 
industry of a policy which existed all through the 19th century 
and although that Act is only a temporary measure it is of great 
significance. There are signs that further changes in the same 
direction are possible and perhaps probable in the not distant 
future. 
FRANK TILLYARD 

Witiiam A. Rosson 














THE LESSON OF THE BLUM EXPERIMENT 


Introduction 


Tue Blum experiment offers an excellent opportunity for an 
inquiry into the consequences of an increase in money wages. 
In one year the cost of manual labour in France increased by 
about 60 per cent. The prices of foreign raw materials rose in 
almost the same proportion (because of the devaluation of the 
franc and increase in world prices). Since, on the other hand, 
the change in the joint influence of “‘ external forces,” i.e. of the 
deficit and the balance of trade was, as we shall see, very small, 
what happened as a result of the Blum experiment was approxi- 
mately equivalent to the consequences of a rise of prices of 
prime factors in a closed economy by 60 per cent. Since, further, 
the rate of interest has changed only slightly within the period 
considered, the Blum experiment enables us to investigate the con- 
sequences of the rise of money wages in a closed system with the rate 
of interest kept constant. 

The Blum experiment lasted from the middle of 1936 to the 
middle of 1937. Thus, to estimate its results, we had to com- 
pare the situation in June 1936 with that in 1937. Since, how- 
ever, production in June 1936 was already affected by big strikes, 
and consequently not representative for the preceding period, we 
compared April 1937 (when all fundamental reforms were already 
carried out) with April 1936, and for production, balance of 
trade, etc.—the monthly figures of which are much affected by 
random factors—the three months period March—May in both 
years. 

Costs, Prices, Production and Rate of Interest 


1. As has been already mentioned, the increase in wages of 
industrial workers was the prevailing factor in the Blum experi- 
ment. The first increase took place immediately after the Front 
Populaire came into power in the middle of 1936. The usual 
official October inquiry into wages estimated it to average 13 per 
cent. in Paris and 16 per cent. in the provinces, but this does not 
seem to account sufficiently for the big augmentation of wages 
in many enterprises where Trade Union rates were not observed 
during the depression. A figure of 15-20 per cent. is probably 
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nearer to the truth, and for the following calculation we assume 
an increase of 17-5 per cent. 

Simultaneously holidays with pay (two weeks per annum) 
were granted, while at the end of 1936 and the beginning of 
1937 the 40-hours week (without reduction of weekly earnings) 
was introduced. Both these measures increased hourly wages 
in the proportion 1-04 . 1-20 = 1-25. 

Since in the spring of 1937 a strike wave, caused by the rise 
in the cost of living, again raised wages by an average of about 
10 per cent.—the total increase of hourly wages from April 1936 
to April 1937 was: 1-175. 1-25.1-10 = 1-61. 

In the evaluation of labour costs labour intensity must also 
be taken into account. There was much talk in the French 
right-wing press of its fall within the period considered. But 
statistics do not support this in the least. The number of work- 
ing hours in big establishments fell from April 1936 to April 1937 
by 5 per cent., while industrial production increased by 3 per 
cent. (see Table III), and there was no reason for big establish- 
ments to be doing worse than smaller ones. This would mean 
an increase in productivity of 8 per cent. It is true that in the 
working hours are included those of clerks, etc., who, though 
enjoying the 40-hours week, were probably most of them made 
to perform in it 48-hours work. (This was possible because 
during the preceding period the administration had probably not 
been working—as usual in depression—“ with full capacity.”) 
But when estimating the relative share of salaried employees in 
the working hours as 20 per cent.! the increase of their pro- 
ductivity by 20 per cent. accounts for only 4 per cent. of the 
8 per cent. mentioned. The remaining 4 per cent. is certainly 
due to the increased intensity of workers in big enterprises. 
Since, however, intensity in the smaller establishments (with 
the introduction of Trade Union control) is likely to have fallen, 
I assume only 2 per cent. increase in the average intensity of 
labour, and thus 1-61 . 0-98 = 1-58 increase in manual labour 
costs. 

By a strange coincidence the increase in prices of foreign raw 
materials was approximately the same as that of the cost of 
manual labour. The index of prices of imported goods (Statistique 
Générale) shows an increase from April 1936 to April 1937 of 60 
per cent. This index includes also some foodstuffs. Eliminating 
these, I obtained for industrial foreign raw materials an increase 


1 This rough estimate is based on the data of the Census of Population for 1931 
and the subsequent change in employment. 
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of 63 per cent. This is due both to the depreciation of the 
franc—which raised the price of gold within the period con- 
sidered by 43 per cent. and the increase in world prices. 

We see that the prices of prime factors increased in the period 
considered by about 60 per cent. 

2. The wholesale prices of industrial commodities rose in 
the same proportion. The index of wholesale prices of in- 
dustrial goods (Statistique Générale) increased from April 1936 
to April 1937 by 61 per cent. It includes also foreign raw 
materials, the prices of which increased, as we have seen, by 
63 per cent. Home-made industrial goods became about 60 per 
cent. dearer. 

The index of the Statistique Générale is not quite representa- 
tive, since it is composed mainly of raw materials and semi- 
manufactures. But also the prices of finished goods increased 
on the average in a similar proportion. The comparison of 
building costs in April 1936 and 1937 made by a friend of mine 
working in a building enterprise in Paris shows an increase of 
60 per cent. Further, the index of retail prices of clothes has 
increased, according to the Statistique Générale, by 62 per cent., 


TABLE I 


Costs of Production and Prices of Industrial Products 
April 1937 (in per cent. of April 1936) 














Prime Costs. Prices of Home-made Industrial Products. 
7, Foreign Raw Building : 
Wages. Materials. Wholesale. | Geste. | Retail. 
158 163 160 | 160 | 155 








that of household articles (utensils, etc.) by 37 per cent. and that 
of soap by 59 per cent. Attributing to these indices the weights 
2:1:1, we obtain a combined index of 155, which cannot be 
far from representing how much, on the average, the retail prices 
of industrial goods have really risen. The corresponding whole- 
sale prices must have increased a little more, since in the shops 
the 40-hours week was not yet introduced in April 1937. Thus 
we can conclude that the wholesale prices of raw materials, 
semi-manufactures and finished products have increased during 
the period under consideration by about 60 per cent., and thus in 
the same proportion as the prime costs. 

3. The cost of living has risen much more slowly. The official 
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index shows an increase of 20 per cent. up to February. Com- 
parison with the trend of retail prices, however, seems to suggest 
some under-estimation, and we have considered 22 per cent. as 
more probable. The further rise in retail prices from February 
to April has caused an increase of the index which we estimated 
to be 5 points, thus obtaining an index of 127 (April 1937 in per 
cent. of April 1936). 

The discrepancy between the trend of the cost of living and 
that of wholesale (and also retail) prices of industrial commodities 
has various explanations : (1) Wholesale prices of farm products 
(index of the Statistique Générale) increased in the period under 
consideration by 36 per cent. only. (There was no increase of 


TaBLeE II 


Prices of Farm Products, Retail Prices, Cost of Living 
April 1937 (in per cent. of April 1936) 








Wholesale Retail 
Prices of Retail Prices Prices of Cost of 
Farm of Food. Industrial Rents. Living. 
Products. Products. 
136 126 155 100 127 





labour cost in agriculture comparable with that in industry.) 
The index of retail prices of food increased even less: by 27 per 
cent. The divergence between these two indices is due partly 
to their different structure, but it is caused also by the rela- 
tive fall of the margin between the price of wheat and flour as a 
result of governmental control (Office de Blé), and also by there 
being no increase in the relevant commodity taxes and the cost 
of transport. (The railways tariffs were not increased in spite 
of the rise of labour costs and the Government covered the 
corresponding “losses.””) (2) The second important reason for 
the relatively slow rise in the cost of living was the keeping of 
rents controlled by Government at a constant level. (3) The 
retail price of coal and the prices of gas and electricity increased 
but slightly owing to there being no increase in the cost of transport 
of coal. 

4. The index of industrial production (Statistique Générale) 
shows from April 1936 to 1937 only a slight rise (3 per cent.). 
Employment in big establishments has even fallen, which was 
attributed above to the increased intensity of labour. The 
increase of freight-car loading was very small (1 per cent.). To 
illustrate the shifts in production, we give also in the table below 
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the combined indices of engineering and building, and of textiles, 
leather and paper respectively, as an illustration of the trend 
of production of investment and consumption goods. 
TaB.eE III 
Industrial Production, Employment, Freight-car Loading 
April 1937 (in per cent. of April 1936) 











Industrial Production. a 
| Hours in Big | Freight-car 
Investment | Consumption Establish- | Loading. 
General. Goods. | Goods. | ments. 
103 110 | 98 | 95 | 101 








To eliminate the influence of random fluctuations, the figures for the period 
March—May in both years are compared. 

We see that there was a relatively large increase in the pro- 
duction of investment goods—due to the rearmament—and a 
slight decline in the production of consumption goods. (The 
latter must not be identified with consumption, since it is also 
influenced by foreign trade and by changes in stocks.) 

5. As we have seen above, there was a sharp increase in 
prices and also a small one in production. This must have 
caused an increase in the demand for cash, but nevertheless—for 
various reasons—the short-term rate of interest tended to decline 
while the long-term rate showed but little change. 











TaBLE IV 
The Rates of Interest in April 1936 and 1937 
pr 

| Rate of Discount. | Prices of Bonds. Average 
Y Interest 
— Central Market General | Industrial yawn 
Bank. Rate. Average. | Average. ‘ 

1936. 5-3 5-5 100 | 100 6-8 

1937 4:0 4-1 97 | 104 6-6 














To eliminate the influence of random fluctuations the figures for the period 
March-May in both years are compared. 

Since it is the long-term rate which chiefly matters in the 
determination of investment, and thus of total production, we 
can say that the Blum experiment was carried out at a constant 
rate of interest. (The more so since the short-term rate has not 
changed very much either.) 


1 The weights were taken from the description of the structure of the general 
index of production of Statistique Générale. 
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Changes in Purchasing Power and its Distribution 


1. We shall now estimate roughly the changes in the pur- 
chasing power of the various groups of population as a result of 
the Blum experiment. As was shown above, the cost of manual 
labour increased from April 1936 to April 1937 by 58 per cent. 
and the volume of industrial production by 3 per cent. Thus 
the wage bill in industry must have increased in the proportion 
1-58 . 1-03 = 1-63. In this, however, is also included pay for 
holidays, which is concentrated in the summer. Thus for the 
effective wage bill in April we have the index 1-63/1-04 = 1-57.1 
The wage bill in transport, where a parallel trend of wages took 
place, cannot have differed much from that. And, since the cost 
of living increased by 27 per cent., we can estimate the pro- 
portionate change of purchasing power of the manual workers 
as: 1-57/1-27 = 1-24. 

It is interesting to notice that a worker who in 1936 was 
employed 48 hours a week was only slightly better off in 1937. 
Indeed, the hourly nominal wage increased (see p. 27) by 61 per 
cent., and thus the real hourly wage in the proportion 1-61/1-27 = 
1-26; but the number of his working hours on account of the 
introduction of the 40-hours week and holiday with pay was 
reduced in the proportion 1/1-20 . 1-04 = 0-80, and consequently 
the index of his total real earnings was 126 . 0-80 = 101. 

The workers as a body, however, gained—as shown above— 
24 per cent. because of increased employment (in men) and the 
rise in real earnings of those who were part-time workers in 1936. 

2. The situation of black-coat workers (inclusive of shop assist- 
ants) was very different. The 40-hours week has hardly increased 
the income of this class, for, as mentioned above, they were often 
made to perform their 48-hours work in 40 hours, while in the 
shops (with the exception of department stores), the 40-hours 
week was not yet introduced in April 1937. Salary rates increased 
by some 13 per cent. in the summer of 1936 and by some 10 per 
cent. in the spring of 1937, making together about 24 per cent. 
This would mean, with unaltered employment and with a rise 
in the cost of living of 27 per cent., a slight fall in real earnings. 
Since, however, in some cases the introduction of the 40-hours 
week must have increased employment because a corresponding 
increase in the intensity of labour was impossible, we shall assume 
that the purchasing power of the black-coat workers remained 
approximately unaltered. 

3. We shall next consider the group with “ fixed incomes,” 
1 The holidays with pay increased the yearly wage bill by 4 per cent. 
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i.e. State officials, pensioners (retired officials and disabled 
soldiers), “‘ small” rentiers and house-owners. The change in 
the money incomes of these people from April 1936 to April 1937 
arose from a partial annulment of the decrees of Laval of July 
1935, which had curtailed officials’ salaries and pensions and 
imposed new taxes on incomes from bonds. Judging from the 
budget bill for 1937, the total amount added to the incomes of 
the group considered was about 2 milliard francs.1 The income 
of officials and pensioners in the first half of 1936 was—taking as 
basis the estimate of national income of de Bernonville—about 
25 milliards. The total income from securities and houses was 
over 30 milliard francs. It is impossible to estimate how much 
of the latter goes to the “small” rentiers and house-owners. 
We know only that in France it is an important part of incomes 
of this kind. We shall assume arbitrarily the sum of 15 milliard 
francs, and this ‘‘ method” is not so hopeless as it looks—for 
it is easy to prove that the alternatives of 10 or 20 milliards 
would only slightly affect the results arrived at below. 

In this way total “ fixed incomes” have been estimated at 
25 + 15 = 40 milliard francs. Thus an addition of 2 milliards 
makes an increase of 5 per cent., while the proportionate change 
of the real purchasing power of “ fixed incomes ”’ is 1-05/1-27 =0-83. 

4. We shall next calculate the combined index of purchasing 
power of the three groups considered above: manual workers, 
salaried employees and people with “fixed income.” We have 
already calculated the index of purchasing power of each group, 
and now need only the weights. According to de Bernonville’s 
estimate of national income, wages and salaries, excluding agricul- 
ture, totalled in 1935 about 60 milliard francs, and in the first half 
of 1936 there was no important change in the incomes concerned. 
Further, from the Census of Population of 1931 and the sub- 
sequent fall of production we have roughly estimated the pro- 
portion of employment of black-coated and manual workers as 
1:2.2 The proportion of earnings of these two classes was, of 
course, different, but to no great extent, since into the first 
category enter large numbers of badly-paid shop assistants; 
thus, as the preceding estimate is very rough, it is not worth 
while to try to introduce a corresponding correction, and we 
shall consequently admit as weights for manual workers 40 and 
for salaried employees 20 milliard francs, while “ fixed incomes ” 


1 In the case of small-house owners it is to be remembered that rents were 
stationary. 
® For part-time workers the figures are correspondingly reduced. 
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have been already estimated at 40 milliards. Weighting the 
indices 124, 100 and 83 in the proportion 4: 2: 4, we obtain the 
index 103. (This figure, of course, does not claim any precision.) 

5. In order to obtain a full picture of the changes in the 
purchasing power of workers and petit-bourgeoisie, we must also 
briefly consider the trend of incomes in agriculture and in small 
business. The income of these groups before the Blum experi- 
ment totalled some 40 milliard francs, of which about three- 
quarters went to agriculture (farmers and farm workers).1 At 
the first glance agriculture seems to be worse off in April 1937 
than in April 1936. The index of farm products increased in 
this period by 36 per cent., while, on the other hand, the retail 
prices of industrial products increased by 55 per cent. and those 
of food by 26 per cent.; adopting the weights 2: 1 for the latter 
two indices, we find that the cost of products bought by the 
agricultural population increased by about 45 per cent. This 
picture is, however, not quite accurate. The purchasing power 
of the agricultural population in April is partly based on revenue 
from vegetable products sold in the autumn and winter. The 
relation of their prices in this period of 1936-37 to those of the 
same period of 1935-36 was much higher than the relation April 
1937 : April 1936, owing to the creation of the “‘ Office de Blé”’ 
and the Government’s credit aid to the farmers. This naturally 
reduced seasonal fluctuations, and so transferred certain amounts 
from trade to the farmers. To illustrate the influence of this 
factor we constructed another ind>x of prices of farm products 
combining the average index of prices of vegetable products in 
the period September-February with the index of prices of 
animal products in April. The relation of the value of this index 
in 1936-37 to that of 1935-36 is 150, whilst the “ April index ” 
is, as stated above, only 136. The April 1937 : April 1936 index 
of money purchasing power of agricultural population lies some- 
where between these two figures, and thus its real purchasing 
power (with the increase of the cost of products bought by 
45 per cent.) was probably approximately unaltered. 

The major part of small businesses is made up of retail food- 
shops (inclusive of restaurants). The comparison of retail and 
wholesale prices of food? seems to suggest that the retailers 


1 The amount attributed in this way to small business men constitutes a great 
part of the total business income as estimated by de Bernonville; his estimates, 
however, are based on income tax data, and are thus much too small because of 
widespread evasions in French big business. 

* We do not mean here by wholesale prices of food the prices of farm 
products but the wholesale prices of finished foodstuffs. 
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maintained their relative share in the price. Since retail prices 
of food increased by 26 per cent. and the cost of living by 27 
per cent., this means that their purchasing power also remained 
approximately unchanged. 

We see that the real income of agriculture and small business 
(40 milliards before the Blum experiment) underwent no important 
alterations; since the increase in the sum of wages, salaries, 
pensions and small rentiers’ incomes (100 milliards before the 
Blum experiment) was evaluated (in real terms) as 3 per cent., 
the relative increase in the purchasing power of workers and 
petit-bourgeoisie may be estimated at 2-3 per cent. This figure 
can, of course, be considered only as indicating the order of 
changes which occurred. It is worth while to notice that the 
volume of sales of tobacco, which is usually a good symptom 
of mass consumption, also increased slightly (by 6 per cent.) 
from the spring 1936 to the spring 1937.1 

6. It is now necessary to say something about changes in the 
incomes of “big capitalists.” The notion of “real income,” 
however, has for this class—because of the great proportion of 
savings—a much less definite meaning than for the workers and 
petit-bourgeoisie. We shall therefore only try to estimate here 
changes in the relative share of “ big capitalists’ in the total 
money income. For this purpose we shall compare the trend of 
the latter with that of the workers’ and lower middle-class 
incomes. 

We have shown above that the purchasing power of workers 
and petit-bourgeoisie in real terms has slightly increased, and 
this means that the money income of these classes increased a 
little more than the cost of living, i.e. by a little more than 27 per 
cent. On the other hand, total production—judging from the 
indices of industrial production and freight-car loading—has also 
slightly increased, but the index of the prices at which the final 
product is sold must have increased more than the cost of living. 
For while the prices of products and services sold to the con- 
sumer increased on the average in the same proportion as the 
cost of living, finished investment goods increased much more 
(by about 60 per cent.). In this way the national money income 
has risen more than that of the workers and the petit-bourgeoisie, 
and the relative share of “ big capitalists ’’ has increased. 

1 It must be noticed that the index of the real value of sales of department 
stores in Paris fell in the period considered and that this gave reason for 
supposing that total consumption did likewise. But clearly sales of department 


stores in Paris are not representative of total consumption ; their fall may be due 
to the shifts in the distribution of incomes described above. 
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The fact that the increase of wages has caused a shift in the 
national income in favour of “ big capitalists ’’ may indeed seem 
paradoxical, but is not difficult to explain. The wholesale prices 
of industrial products have increased by about 60 per cent. 
Since prime costs (foreign raw materials and manual labour cost) 
have risen in the same proportion, what remained to the entre- 
preneur after paying prime costs must have also increased by 
60 per cent. But the expenditure on salaries has risen much 
less, and the payment of interest on funded debts has remained 
unaltered. The latter, of course, affects other “ big capitalists,” 


TABLE V 
Incomes of Various Groups and their Symptoms 
April 1937 (in per cent. of April 1936) 

















Purchasing Power. 
Volume of Commercial 
Sales of ‘* Mass Con- Industrial People with Failures.1 
Tobacco.* sumers ”’ on Workers “Fixed e 2 
the Whole. (Manual). Income.”’ 
106 102-103 | 124 | 83 66 











but partly also small rentiers. In this way the total income of 
‘big capitalists ”’ connected with industrial enterprises increased 
by more than 60 per cent. It was the group whose increase of 
income was the greatest. It is very well reflected in the large 
fall in the number of commercial failures from spring 1936 to 
spring 1937. In considering the total class of “ big capitalists ” 
one must, of course, take into account the fact that the incomes 
of big house-owners and farm-product merchants were kept con- 
stant (or even reduced as concerns the latter). But a large 
increase in entrepreneurs’ income could most probably account 
for a rise in the total income of “big car’ * ~ in a greater 
proportion than that of the workers and | .wt-bourgeoisie. 

7. To sum up: (1) The Blum experiment has only slightly 
altered (increased) the volume of both production and con- 
sumption. (2) It has caused, however, important shifts in the 
distribution of national income from officials, pensioners and 
rentiers (including house-owners) towards manual workers and 
industrial entrepreneurs. (3) The relative share of “ big capital- 
ists”’ in the national income has increased. The income of 


1 To eliminate the influence of random fluctuations the figures for the period 
March—May in both years are compared. 
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industrial entrepreneurs increased more than that of any other 
group. 
Budgetary Deficit and Balance of Trade 

1. In the next section we shall try to explain the effects of 
the Blum experiment with the help of the Keynesian theory of 
wages. It can, however, be already stated now that the facts 
established above do not fit at all into the “ classical ’” scheme. 
An increase in the cost of manual labour by about 60 per cent. 
has not affected the volume of output, but only made wholesale 
prices rise in the same proportion as prime-costs have increased. 
But there remains to the “ classics ” still one argument. They 
may claim that the depressive influence of the rise of wages was 
counter-balanced by the stimulating effect of the deficit (in 
particular increased armaments) financed by borrowing. (Though 
many “classics,” especially in France, consider the deficit able 
only to shift, but not to create purchasing power !) 

Thus it is very important for our analysis to compare the 
budget deficit in the spring of 1936 and 1937. The estimation 
of “‘ genuine ” budget deficit is not an easy task in general, and 
in France it is particularly difficult because of the extraordinarily 
complicated accountancy. We have based our estimate on the 
parliamentary debates, taking into account the evaluations both 
of the Government and the Opposition. 

2. The budgetary deficit in 1936 and 1937 falls under the 
following headings: (1) the deficit of the ordinary budget; 
(2) the special expenditures on armaments and investment; 
(3) the deficit of the Post Office; (4) the deficit of State railways 
and that of private railways covered by the Government. 

It is relatively easy to establish the figures relevant to the 
spring of 1936. The Ministry of Finance has calculated the 
actual budget deficit in 1936, eliminating the influence of charges 
resulting from decrees of the Front Populaire Government in the 
second half of the year. These figures are given in Table VI. 

With regard to the year 1936, the deficit of the ordinary 
budget was admitted in the budget statement as 4-6 milliard 
francs. It was foreseen, however, that the pensions of disabled 
ex-servicemen would be partly financed by borrowing on the 
part of the Caisse de Pensions to the amount of about 2 milliards. 
Thus the anticipated deficit of the ordinary budget in 1937 
compared with that of 1936 was about 6-6 milliard francs. The 
execution of the budget during the first six months of 1937 has 
clearly shown that the actual deficit of the ordinary budget must 





Bote pws a a 





1938] THE LESSON OF THE BLUM EXPERIMENT 


be admitted to be greater. The Opposition estimated the neces- 
sary addition at 4-5 milliards (for the whole year) which seems, 
however, to be exaggerated, and taking into account also the 
various governmental evaluations, I consider 3 milliards to be 
the most likely figure. Thus the probable amount of the deficit 
of the ordinary budget in 1937, if the decrees of M. Bonnet in the 
second half of the year had not taken place, would have been 
9-6 milliards, and it is this figure which is relevant to the spring 
of 1937. The special armament and investment expenditures 
were admitted in the statement to be 16 milliard francs. And 
although the Blum Government decided afterwards to cut down 
this amount, it seems that this decision has not affected the scale 
of armaments and investment carried out in the spring of 1937. 
Finally, the deficits of Post Office and railways were almost 
without dispute estimated in the debates at 1 and 7 milliards 
respectively. And the increase of the tariffs tending to diminish 
them occurred only in the second half of 1937. 

We are now able to compare the deficits relevant to the 
springs of 1936 and 1937. 

TaBLe VI 


The Budgetary Deficit Relevant to the First Half of the Year in 
Milliards of Francs 





1936. | 1937. 





Ordinary budget . , : : 6-5 9-6 
Armaments and investment ; ; : 9-0 16-0 
Post Office . . J F 0-7 1-0 
Railways ‘ ‘ ‘ . 5-0 7-0 








Total . ; . | 21-2 | 33-6 





We see that the budget deficit has risen very much in its 
money volume. The stimulus to the national economy, however, 
has by no means increased in the same proportion. Indeed, as 
a result of the rise of foreign raw material prices and labour cost, 
the prices of finished goods were much higher in 1937 than in 
1936, and this must have reduced pro tanto the effect of the 
increased deficit. It is, however, difficult to determine more or 
less precisely this effect, since the prices of finished goods have 
not risen in the same proportion: the cost of living only by 
27 per cent. and the prices of investment goods much more. It 
is clear, however, that if we deflate the deficit by 1-27 we obtain 
the upper limit of its real effect. This gives 33-6/1-27 = 26-5 
milliards, and thus the effect is equivalent to the increase of the 
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budget deficit in spring 1936 by 26-5 — 21-4 = 5-1 milliard 
francs. Asan upper limit, with about 200 milliard francs national 
income at that time, this is not very much. We shall see, how- 
ever, that even this effect was partly offset by another “ external ” 
factor which we have left out of consideration until now. 

3. By this we mean the balance of foreign trade. Because 
of the devaluation of the franc, the rise in world prices and 
French labour costs, both imports and exports show from spring 
1936 to spring 1937 a considerable increase (in francs), which is 
slightly less in the case of exports than in that of imports, and 
this naturally resulted in a considerable increase in the passive 


balance of trade. 
TABLE VII 


Foreign Trade in the Period March-—May. 





(In milliards fr.) 











| 
|_ | Increase. 
| (in per cent.) 

| 1936. | 1937. | 
Imports :7 6-05 | 9-58 | 57 
Exports | 360 | 5:57 | 52 
Balance ‘ | 245 | 401 | 64 
Balance per year | 9-8 | 16-0 





It is easy to see that the passive balance of trade causes 
effective demand to fall, just as the deficit causes it to rise. 
The deficit may be considered as a “ positive balance of trade ” of 
private industry with the Government. The sum of the deficit 
and the balance of foreign trade thus represents the “ joint 
balance of trade of private industry with its own Government 
and foreign countries,’ and is a measure of the influence of these 
“external markets ”’ on effective demand. 

This sum was in the spring of 1936: 21-2 —98 =11-4 
milliard frances, and in spring 1937: 33-6 — 16-0 = 17-6 milliard 
francs. Deflating again 17-6 with the index 127, we obtain 13-9, 
and thus the “real” increase in the “ balance of trade with the 
Government and foreign countries” is only 13-9 — 11-4 = 2-5 
milliard francs. This is very little in comparison with a national 
income oi about 200 milliard francs: with a multiplier equal to 
3, it results in an increase of national income by 2-5 . 3/200 = 3-75 
per cent. And it must be remembered that even this is an 
upper limit. 

We see that the “ foreign market ’” expansion was very small, 
and probably accounts for that minor increase in business activity 
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which we have noticed above. Thus it could not perform the 
task of counterbalancing the alleged “‘ depressive” influence of 
the rise in wages, which was consequently non-existent. 

4. It may be interesting to point out that the increase in the 
budget deficit under the Blum Government, generally considered 
tremendous, was quite moderate in “real” terms. To stimulate 
business activity appreciably a much greater deficit was needed. 
And the very recovery which this would have set in motion 
would have made possible an increase in tax revenues which 
would have balanced the budget in the following years. The 
more so since a reform of the French tax system—which is to a 
great extent based on indirect taxation, while formidable evasions 
of income tax are prevalent—could be carried out in the mean- 
time. In order, however, to go forward with the stimulating of 
production by budgetary deficit, the Blum Government needed 
a basis which they failed to secure from the very beginning : 
the exchange restrictions. The vulgar theory according to which 
the deficit—in particular when financed by the Central Bank—is 
an immediate peril to the currency, is deeply rooted among 
French economists, bankers and rentiers. Thus a “ large-scale 
deficit policy’ must cause a tendency towards the flight of 
capital, followed often by a depreciation of the currency, which 
proves in turn the “‘ French deficit theory ’—at least, for France ! 

Even with the actual deficit—not sufficient to initiate recovery 
—the Blum Government had to face a steady pressure of capital 
flight which, to put it mildly, was by no means opposed by the 
leading financiers. Hence the vacillation of the Government 
between a wish to stimulate the economy and a willingness to 
reduce the budget deficit. The result was the fall of the Blum 
Government and the return to an orthodox financial policy. 


Conclusions 


We have seen above: (1) That in the Blum experiment the 
cost of manual labour and foreign raw material has increased by 
about 60 per cent. (2) That the rate of interest was approximately 
unchanged. (3) That the wholesale prices of industrial goods have 
increased by about 60 per cent. (4) That industrial production 
has slightly risen. (5) That the joint action of deficit and balance 
of trade was stimulating only to a small extent, and probably 
accounts for the slight rise in production. From (1) and (5) we 
can draw the conclusion that what happened in France (with 
the exception of the small rise in output) is equivalent to the 
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influence of the increase of wages by 60 per cent. in an isolated 
economy. For in such an economy prime costs would increase 
by 60 per cent., and there would be no external influences. Thus 
our investigation may be regarded as an empirical verification of 
the Keynesian theory that the rise of wages in an isolated system 
tends to change prices in the same proportion, and not to affect 
the output. Some people will probably object that in the 
Blum experiment the rate of interest has not increased, while 
“ naturally ’’ it would rise appreciably and hamper the increase 
of the money value of production. I think that the long-term 
rate of interest—and it is this rate which is important for invest- 
ment process—is rather insensitive to fluctuations in the demand 
for cash. But in any case it does not affect the argument, because 
the Keynesian theory accounts for the depressing effect of the 
increase in money wages through the channel of the rate of interest. 
The fact of its remaining constant in the Blum experiment just 
enabled us to eliminate this channel, and thus to test the point 
in dispute between Mr. Keynes and the “ classics.”’ 

There is, however, one important point in which the reality 
of the Blum experiment seems to disagree with the Keynesian 
theory. We mean the fact that the increase in money wages 
has caused an appreciable rise in real wages (though in much 
lesser proportion), while the Keynesian theory seems to suggest 
that the latter would remain unaltered. It must, however, be 
noticed that the prices of industrial commodities have risen 
approximately in the same proportion as money wages,! and 
thus the increase in real wages is due to the slower increase of 
food prices and the non-increase of rents. So far as this state of 
affairs caused a shift of purchasing power between workers and 
classes with similar ‘“ propensity to consume” (small house 
owners, farmers, officials, etc.), the demand for industrial com- 
modities was not affected by it, nor was the output of the indus- 
trial sector. But the shift from classes with lower “ propensity 
to consume ”’ (big house owners and merchants of farm products) 
towards manual workers must have increased effective demand, 
and thus the output of industry. Why did not this effect— 
which is quite in accordance with the spirit of the Keynesian 
theory—appear in the Blum experiment? The answer is that 
it was counterbalanced by other shifts in purchasing power 
which had an unfavourable influence on effective demand: from 
rentiers (some of whom are “ small ”’) to entrepreneurs, because 


1 Even this must not necessarily happen according to the Keynesian theory 
for a fall of the degree of monopoly may occur. 
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interest payments on old debts are unaltered, and from black- 
coat workers to entrepreneurs because salary payments have not 
increased in the same proportion as wages (see p. 31). 

It is clear that every increase in money wages is accom- 
panied by phenomena similar to those described above, and 
corresponding changes in “ propensity to consume ”’ must take 
place which may eventually either raise or reduce output. The 
fact that in the Blum experiment these changes were approxi- 
mately balanced is, of course, a mere coincidence, though an 
increase (or fall) in money wages in a certain proportion is in 
general likely to cause a much smaller relative variation of 
output. 

M. KaLEckI 
London. 














SOME PROBLEMS OF PRICE MAINTENANCE ! 


Ir is the purpose of this paper to consider briefly certain 
problems of theory and of policy arising from the modern practice 
among British manufacturers of fixing and maintaining the retail 
selling price of their product. A typical problem of theory relates 
to the cause of price maintenance. In what conditions will it 
pay a manufacturer to compel retailers to sell his goods at a 
higher price than they would have charged without interference 
on his part? ? <A typical problem of policy is exhibited by the 
contrast between English and American law in respect of con- 
tracts to maintain prices. Have we, as economists, anything to 
say about the value of upholding or of prohibiting such contracts ? 

Now, whether we are considering theory or policy, we shall 
find that in discussing the retail market we must abandon certain 
simplifying assumptions concerning consumers’ choices which 
are quite justifiably made in connection with the ordinary theory 
of value. In describing the ordinary citizen buying sweets or 
cigarettes, we are not at liberty to depict his state of mind by a 
momentary indifference map, showing his preferences or his 
indifference between all possible combinations of every article of 
exchange. This is inadmissible not only for the well-known 
reason that we do not, in fact, know our preferences as between 
combinations well outside the range of our experience: it is 
inadmissible also because only a very limited range of the articles, 
either in his possession or available, are present in the consumer’s 
consciousness or even influencing his behaviour at the time of 
buying. 

At the most our rationality at such moments extends only 
to a conscious comparison of our momentary desire to consume 
with a vague recognition of our general financial situation. Often 
it does not reach so far, and we buy by habit, in certain cireum- 
stances, until some substantial change induces first reflection and 
then possibly a modification of our habits.4| In so far as this is 

1 This paper is reproduced substantially as read to Section F of the British 


Association for the Advancement of Science at the Nottingham Meeting in 
September, 1937. 

2 Cf. A. Plant, ‘‘ Trends in Business Administration,’’ Economica, 1932. 

3 Cf. Seligman and Love, “ Price Cutting and Price Maintenance,” 

“ Cf. H. Smith, “ Discontinuous Demand Curves and Monopolistic Com- 
petition,”’ Quarterly Journal of Economics, 1935. 
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true, it may be doubted whether the majority of retail purchases 
are ever brought into conscious comparison with a consumer’s 
long-period plans. It seems more plausible to suggest that such 
purchases are controlled by comparison with standards set up 
whenever long-period plans are made; and that in making the 
plans the effort required to manage certain expenditures on 
certain sums of money is set against the subjective cost of fore- 
going other expenditures and increasing the allocation. We 
weigh up the disadvantage of giving up our holiday abroad against 
the difficulty of managing our smoking on ten pounds a year. 
The significant point here is not the substitution of a stoic for an 
epicurean attitude to consumption, but the contention that 
rationality in buying consists largely in the deliberate formation 
of habits. 

The admission of this modification does not involve any 
substantial change in general value theory. But it allows us to 
adopt a more realistic attitude in our theory of retail trade, and 
also suggests certain lines of policy different from those indicated 
by a more rationalistic view of consumption. One result of this 
difference in our attitude to retail buying is that we shall, like 
the advertising fraternity, treat demand as an interaction of 
impulse with the partially rational economic force known as 
“sales resistance.” On the one hand, this makes it easier to 
explain retail price maintenance; on the other, it gives us a fairer 
perspective in examining the case for unfettered consumer’s 
sovereignty in this field. 

We may begin our theoretical discussion by considering price 
maintenance as it appears to the manufacturer. To the manu- 
facturer price maintenance is a selling device which usually 
involves either raising the price at which the consumer buys his 
product or lowering the return per unit which he receives; for the 
main efforts of price maintainers are directed against those who 
cut, not against those who raise, their prices. At first sight it 
might appear unlikely that such a selling device could be profitable ; 
but whether or not it will be profitable depends on the extent to 
which the volume of sales may be increased through price 
maintenance. 

We may suppose, as is indeed probable, that the manufacturer 
is unable to discriminate appreciably in the price charged to 
different retail customers.1 He will therefore fix his own selling 


1 Different prices for different quantities, or for different classes of dis- 
tributor (e.g. wholesalers and retailers), should probably not be reckoned as 
discrimination here. 
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price and, if he fails to maintain retail prices, the retailers whose 
costs are lowest or whose sales respond most readily to price 
cutting will sell at lower prices than other retailers. Superficially 
it might appear that if he fixed a retail price high enough to retain 
the custom of the high-price retailers, he would sell less through 
the low-price channels than he would with free prices, with no 
compensating advantage; while, if he fixed a low price, he would 
prevent the high-price retailers from selling his product, and 
would lose all the custom that the low-price retailers were unable 
to take from their rivals. Some sales will certainly be lost through 
price maintenance, either through raising prices or through 
eliminating sources of distribution. It is only if uniformity of 
prices brings some countervailing gain in sales volume that it will 
be profitable. There are three possible causes of such a gain: 
first, an increase in consumer’s confidence leading to a habit of 
buying more of the product from all retailers at any given price ; 
second, an increase in selling support given by retailers, leading to 
greater sales than would have resulted from an equivalent price 
reduction; third, an increase in the number of retail outlets, 
leading to an increase in distribution. The conditions in which 
any of these could occur are rather complex, and will be discussed 
later. 

First, however, we must emphasise two aspects of the manu- 
facturer’s quest for volume of sales. In the first place, most 
manufacturers desire not only high present profits, but also 
continuity; in the second place, most manufacturers recognise 
in a general way that abnormally high profits will stimulate new 
competition. These two facts will tend not only to make prices 
lower, selling costs higher, and volume of sales higher, than would 
be dictated by immediate profit considerations, but also to make 
manufacturers prefer sales increases based on goodwill or habit 
on the part of the public to those (of equivalent cost per unit) 
based on immediate economic advantage such as is likely to 
provoke competition. In terms of demand and average net 
receipts curves 1 we may say that both these curves must be 
drawn in such a way as to allow for foreseen retaliations ; and that 
even so, sales will probably be pushed beyond the point at which 
marginal costs are equal to marginal net receipts because of the 
effect that the point taken up on this year’s curve has on the 
position of the curves of succeeding years. 

Now, all the three forces of consumers’ confidence, retailers’ 


1 Cf. J. Robinson, Economics of Imperfect Competition ; H. Smith, ‘‘ Adver- 
tising Costs and Equilibrium,”’ Review of Economic Studies, 1935. 
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support, and increased distribution favour sales increases through 
goodwill and the formation of habits. An interest by manu- 
facturers in continuity and in the retaliation of rivals will there- 
fore increase the possibilities of price maintenance. 

By consumers’ confidence is meant a feeling on the part of the 
public that the product which they are buying is one the quality 
of which they know, and the price of which they need not question. 
The task of comparing qualities and of searching the market for 
the cheapest price is a difficult one, and people will gladly abandon 
it and buy by habit if they see no prospect of gain from 
exercising their economic faculties. On the other hand, if it is 
brought to their notice that they can gain by “ shopping,” they 
will often cease to buy by convenience only; and where the 
article is one on which large sums have been spent on breaking 
down sales resistance, the inducing of a critical frame of mind is 
likely to damage sales. The three conditions necessary before 
consumers’ confidence could favour price maintenance are: 
first, that the article should be bought by habit for the sake of 
convenience; second, that such habits should normally lead to 
greater consumption than would result from a deliberate exercise 
of choice on every occasion ; and finally that comparison of prices 
as between shops will at least sometimes stimulate questioning 
of the importance of the impulse or the quality of the product, or 
possibly even comparison with other products. The existence of 
such conditions does not necessarily imply irrationality in any 
sense in which rationality is practicable. 

By retailers’ support I mean the expenditure of time, effort 
and money by retailers to induce customers to buy a particular 
manufacturer’s product which they hold in stock. Now, retailers 
will incur selling costs only if these bring in, in some sense, greater 
sales than a price cut of similar cost, or if price cuts are effectively 
prevented. But the sales brought to a given retailer by a price 
cut on a particular product may be either new sales of the product 
or sales taken from some other retailer; and the same is true of 
selling efforts. Broadly speaking, the manufacturer is interested 
only in the new sales. It will therefore pay him to make the 
retailer extend his selling efforts and maintain his prices more 
than he would otherwise do, if the proportion of new sales of the 
product to total additional sales secured is higher for sales secured 
by selling expenditure than for those secured by price cutting. 
I think it can be shown that this situation is most likely to occur 
with heavily advertised goods, but the interactions are rather 


complex. 
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An increase in the number of retail outlets will, in general, 
result from price maintenance, because of the increased profit to 
be secured from dealing in the product. This profit will ultimately 
be largely eliminated by competition, partly through increased 
selling costs and partly through the influx of a larger number of 
retailers into the market. Which of these will be the dominant 
influence will be determined by the shape of the average cost 
curves, and the curves showing the effects of advertising, for 
retailers in that trade. If selling costs are checked, the number 
of retailers will increase, and vice versa. Hence some firms will 
employ only a limited number of agents to secure good service, 
others (though this seems to be rare in practice) will discourage 
competition in service to secure widespread distribution. 

On the whole, buying habits and goodwill will be promoted 
either by widespread distribution or by good service; and, 
indeed, any new retail outlet is really a collection of certain selling 
services such as display. But it is not normally a matter of 
indifference either to the consumer or to the manufacturer which 
form the service takes. It is necessary to face the fact that 
retail price maintenance may easily involve interference with 
selling services and the number of retail shops. 

There are two further aspects of price maintenance as it 
appears to the manufacturer which must be briefly mentioned 
here. One is the effect of the complementarity of different goods 
in retail trade, both in cost and demand. [If an article is highly 
complementary with the rest of the stock of one type of store, 
increased distribution can be obtained only by offering a margin 
wide enough to subsidise other products. Such a condition makes 
for low margins or absence of price maintenance altogether, unless 
retail support rather than number of outlets is the significant 
factor, or unless widespread distribution is very important. Other 
important complications arise from the complementarity of retail 
goods, but these cannot be discussed here. 

Another important question relates to the power to maintain 
prices. Where the manufacturer is not protected by a patent, and 
where wholesalers are strong in the trade, effective price main- 
tenance may be impossible except by restricting the number of 
retail outlets, which may be undesirable. Ineffective price 
maintenance, by penalising a manufacturer’s regular retail 
customers through unfair competition, is generally worse than no 
maintenance at all. 

A considerable part of the retailer’s interest in price main- 
tenance has been treated, at least by implication, in discussing the 
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manufacturer’s attitude. I have alluded to a tendency for profits 
on the retail sale of any article to fall to normal. Any retailer 
in running a store will incur certain general costs which cannot be 
allotted with precision; but it will be possible to compare the 
total net profit on any line with an approximation to the total 
general cost incurred on that line. If, when the price is set at 
the best possible figure and advertising and selling costs have 
been incurred until they are no longer profitable, profits are still 
sub-normal in comparison with general costs, the retailer will (if 
he can) cease to deal in that line. In the long run the accession 
or departure of retailers will result in profits per unit of total 
general costs on all or most lines being very nearly the same. 
Other things being equal, the number of firms dealing in any 
given line will be smaller the greater is the elasticity of the 
demand from a single retailer, whether this elasticity consists in 
responsiveness to price cuts or to selling efforts. 

Now, the immediate effect of national advertising of a manu- 
factured product will be to make the public recognise the product 
and to divert attention away from the circumstances of its sale. 
We no longer think of “ the tea you get at Mrs. Jones,” but of a 
trade name. This means both that sales resistance is lowered, so 
that retail selling efforts are likely to result in new sales, and also 
that competition between retailers is made very much more keen. 
The elasticity of demand from an individual retailer is increased, 
and simultaneously his services become more effective in securing 
new sales. At the same time, the elasticity of demand for the 
product as a whole is likely to be reduced by the advertising. The 
price cutter’s increased sales will therefore come, for the most 
part, from his rivals. 

To the retailer the result is likely to appear as a tendency to 
destructive price cutting, resulting from national advertising.} 
Probably existing retailers will press for a price maintenance 
policy to prevent the elimination of some of their number; and 
to the manufacturer the situation may appear as one in which 
price maintenance would be profitable. 

In the long run, of course, the retailers’ profits will be swallowed 
up by an increase in their numbers, and only the increased dis- 
tribution of the manufacturer (if that) will remain. The retailers 
will then demand a restriction of the number of shops, similar to 
that in the newspaper and photographic trades.2 Should this 

1 Cf. E. T. Grether, Resale Price ifaintenance in Great Britain for the attitude 


of Retailers to Price Maintenance. 
2 Cf. Board of Trade Committee on Restraint of Trade, 1931. 
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demand also succeed, we shall witness an intensive competition 
in service; but the demand will probably not succeed except 
where manufacturers are more interested in service than in the 
number of distributive outlets. 

A practical question of the application of price maintenance 
may be briefly discussed here—namely, the relation of price 
maintenance to distribution through co-operative societies. Is 
the payment of dividend on purchases a form of price cutting or 
a retail selling service? Clearly the decisive factor here is the 
effect on the elasticity of demand. If the payment of dividend 
induces new sales that would not otherwise be made, and does not 
appreciably encroach on the sales of other distributors, it is not a 
form of price cutting. When we consider heavily advertised 
gdods, we must weigh the relative importance of two classes of 
customer: the one who will probably buy at the co-operative 
store because she values her membership, has a feeling of loyalty, 
and regards the dividend as a form of saving, and who may buy 
the advertised product if she sees it there; and the one who is 
influenced by the advertising and wants the product, but realises 
that she can save money by buying it at the same price and 
securing a dividend. It is difficult to obtain evidence as to which 
class of buyer predominates among co-operative members; much 
obviously depends on the individual society. But it is only 
where the latter class is important that the dividend approximates 
to price cutting in its effects. 

The official Government attitude appears to be that for 
income-tax purposes dividend may rank as equivalent to a 
deduction from price; but for excise purposes, where tax is 
payable on selling price, the dividend is not deducted. Some of 
the manufacturers and associations engaged in maintaining prices 
appear to adopt a rather similar attitude, allowing co-operatives 
to make profits on maintained sales and distribute them in the 
general dividend, provided that the particular purchase does not 
rank for dividend purposes. Others insist that the average 
amount of dividend must be added to the price. The question is 
of some practical interest, but for reasons of space can be considered 
no further. 

We must next ask whether the economist as such can say 
anything about the value of price maintenance to society. It is, 
of course, possible to say that economists as such can say nothing 
about the value of anything, economics being a positive, not a 
normative science. I do not think this view has ever been seriously 
maintained in practice; for at least economic consistency and 





1938] SOME PROBLEMS OF PRICE MAINTENANCE 49 


rationality are invariably held by economists to have some value, 
even if the word value be sedulously avoided in this connection. 
But I confess that in this particular problem I feel unable to 
reach an impersonal value judgment, even though I admit a 
responsibility to seek one. 

One criterion of policy in which economists are at present 
generally interested is the extent to which any policy fulfils the 
preferences of consumers (weighted according to their capacity to 
pay), as well as is consistent with existing scarcities of resources.” 
But consumers’ choice may be invoked both for and against price 
maintenance. On the one hand, the maintenance of fixed retail 
prices by manufacturers is a clear instance of a use of boycott to 
prevent consumers being supplied by retailers from whom they 
wish to buy, at prices which they are prepared to pay. On the 
other hand, one may justifiably claim that consumers must be 
held to pass judgment for or against price maintenance on a 
product as a whole; and that if on the whole they are prepared 
to buy more of a product at a higher price which is maintained 
than at a lower one which is not, they must be assumed willing 
to pay the cost of being spared the trouble of shopping. In other 
words, when complete rationality is unattainable, consumers’ 
choice gives us no criterion between alternative irrationalities. 

Similar difficulties arise if we attempt to consider whether 
price maintenance or its opposite involves the more discrimination 
between customers. When manufacturers advertise, it is arguable 
that in most cases price maintenance tends to offset the dis- 
crimination involved in the advertising. For, without price 
maintenance, advertising discriminates in favour of the regular 
customers of low-cost retailers, who obtain cheaper prices because 
others have been persuaded to transfer their custom more readily 
than before. 

These difficulties lead to the suggestion that the price mechan- 
ism does not itself give consumers the power to decide for or 
against price maintenance, and that only an informed public 
opinion, operating through political channels, could make the sort 
of choice that economists are accustomed to regard as at least 
one factor influencing their criticism. 

Certainly it does appear desirable that the public should have 
the opportunity of discussing this question, and forming an 


1 Cf., for example, L. Robbins, Nature and Significance of Economic Science, 
pp. 157-8; The Great Depression, pp. 199-200. 

2 Cf. A. P. Lerner, ‘‘ The Concept of Monopoly and the Measurement of 
Monopoly Power,”’ Review of Economic Studies, 1934; W. H. Hutt, Economists 
and the Public, pp. 269 et passim. 
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opinion. Yet there is one respect in which the economist can 
judge price maintenance—namely, its effect on the size of firms 
when large-scale economies exist. It may be shown ! that the 
normal result of advertising, in at least a large number of cases, 
is to give a manufacturer an average net receipts curve (deducting 
average selling costs from price) more elastic than his original 
demand curve. Where, through elimination of retailers, the effect 
of advertising is likely to be offset by a tendency towards 
diminished distribution, this increased elasticity is likely to be 
decreased, at least to some extent. Normally, therefore, we may 
say that both in the short period, before retaliation can be felt, 
and also in the long period, price maintenance is likely to encourage 
economies of scale among manufacturers and to have the opposite 
effect on retailers. Where the manufacturing economies are 
important it is certainly not impossible that prices will ultimately 
be lower under retail price maintenance than under retail price 
cutting, though it is unlikely that this will be of very frequent 
occurrence. 

Has this analysis any bearing on questions of public policy ? 
The chief question raised is that of the economic aspects of 
contracts and combinations to maintain retail prices. These 
aspects, as distinct from the legal ones, were given comparatively 
little consideration in the Report of the Board of Trade Com- 
mittee on Restraint of Trade. The Committee upheld the exist- 
ing law on the subject, by which (broadly speaking) direct con- 
tracts between manufacturer and retailer that the retailer shall 
maintain prices are upheld by the law, but a manufacturer who 
sells to a wholesaler, attaching certain conditions as to the retail 
price of the product, can obtain no redress against retailers who 
cut prices. Further, it upheld the policy of allowing either 
individuals or associations to use the weapon of boycott against 
price cutters by keeping black lists. Both contracts to maintain 
prices, and the use of the black list by individuals or associations 
to maintain prices are illegal in the United States. Another point 
on which no change in the law was recommended, in spite of the 
suggestions of several witnesses, was the relation between patented 
and trade-marked articles in respect of price maintenance. Any- 
one manufacturing a patented article may fix the price of sale at 
al] subsequent stages of distribution, and the law will maintain 
the price fixed; but a registered trade-mark gives no such pro- 
prietary interest in the product at later stages of distribution, in 
spite of similarities between the two cases in other respects. 


1 The present writer has discussed the elasticity of average net receipts curves 
fairly fully in a thesis which has not yet been published. 
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There seems little to recommend the existing law on economic 
grounds. Certainly the margin fixed by a manufacturer is 
unlikely to be the one which will strike the best balance between 
the optimum size for manufacturing establishments and the 
optimum size for retail stores. A régime of freedom to maintain 
prices by trade associations and boycotts has none of the 
advantages of the economist’s free competition. On the other 
hand, it has been shown that there may be cases in which it 
would be undesirable to prevent price maintenance entirely. 
Where price maintenance is desirable in the public interest, it 
should logically be enforced by the law rather than by conspiracy ; 
this would mean that the Government would develop criteria by 
which to test applications for price maintenance ana to fix appro- 
priate margins, and would forbid private associations to maintain 
prices, or contracts in that sense, other than those sanctioned by 
the Board of Trade. 

Nevertheless the mention of any possible machinery for price 
maintenance immediately suggests considerable political diffi- 
culties. All economists must know very well that, though their 
authority might be used in sanctioning legislation, the actual 
administration, in the present state of public opinion, could only 
favour vested interests. Margins would never be fixed low enough 
to exclude any existing distributors who were able to contribute 
to party funds and in other ways make their voices heard more 
than their numbers warranted. 

The risks of legislation to diminish the existing powers of 
manufacturers are not quite so considerable. There appears to 
be very little to recommend a state of affairs in which the owners 
of patents (already a grossly privileged body +) have special 
facilities for maintaining retail prices. Moreover, the weapon 
of organised boycott is a dangerous one to leave free to all. A 
modification of the American system might advantageously be 
introduced allowing concerted boycotts only to associations which 
conformed to certain requirements in the public interest. 

These are mere suggestions, and no one would claim that they 
should be given great weight. This paper has only touched the 
fringe of a problem which raises several subtle and interesting 
points of theory and is also of immediate practical importance. 
It is a problem that deserves greater attention from economists. 

T. H. Smicock 
Dundee. 


1 Cf. A. Plant, “‘ The Economic Theory Concerning Patents for Inventions,” 
Economica, 1934. 
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FREIGHT CHARGES BY ROAD IN COMPETITION 


I 


In spite of the Road and Rail Traffic Act of 1933, which has 
so profoundly affected the legal framework within which the car- 
riage of goods by road is permitted, there are still those who 
advocate further modifications of the status quo. For example, 
in a report adopted by the Transport Advisory Council? and 
published under the title of “‘ Service and Rates,” * both the 
stabilisation and control of freight charges by road (hitherto 
exempt from any legal control) are definitely recommended. 

It is the possibility that such recommendations may be 
adopted and that the system of charges inherent in those highly 
competitive conditions * which have prevailed in the road haulage 
industry since the War may in some way be superseded, that 
seems to justify the following study. The object in view is no 
more than to describe the outstanding characteristics of that 
system of charges which is the result of competition, which is 
commonly known as being “ based on cost ”’ (as distinct from the 


railway system, which is regarded as being based on the alter- 
native principle of “‘ what the traffic will bear ’’), and of which an 
essential element is the individual operator’s freedom to charge 
as he thinks fit. 


II 


Throughout it is important to bear in mind that the services 
or ‘“‘ products ” the prices of which are to be discussed in this 


1 A body set up under Section 46 of the Road and Rail Traffic Act, 
1933: ‘‘ For the purpose of giving advice and assistance to the Minister of 
Transport... .”’ 

2 This report was adopted by the Transport Advisory Council in July and 
published in October 1937. A note on this report appears on p. 147 of the 
present issue of the Economic JOURNAL. 

3 It cannot, of course, be said that the highly competitive conditions referred 
to still exist to-day in their entirety, for the licensing system introduced under 
the Road and Rail Traffic Act of 1933 has put considerable obstacles both in 
the way of those who desire to enlarge their own fleets of vehicles and of those 
who desire to enter the industry for the first time. But authority to control 
charges was definitely excluded from the powers bestowed upon the licensing 
authorities concerned; so that although there may have been some stabilisa- 
tion of charges quoted since the passing of the Act, the principles underlying 
the system cannot be said to have been materially affected. For the new con- 
ditions of entry into the haulage industry, see the present writer’s article in 
Economica, May 1937 issue. 
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article are anything but standard or easily definable. As in other 
branches of transport, nothing is so potentially misleading as to 
think solely in terms of prices and/or costs per “‘ ton carried one 
mile.” True, to one industry the lowest possible charge per ton- 
mile may be the most highly valued, irrespective of speed of 
delivery or frequency of service. But to another industry the 
reverse may be the case. The precise admixture of cheapness 
(in the narrow sense of charge per ton-mile) and quality of service 
(nearly always costly) that constitutes the cheapest or most 
highly valued form of transport for one line of business, is not 
likely to be the same as for another. The ton-mile is, however, 
a convenient standard of measurement, and what follows does 
consist mainly in explaining the differences in costs and charges 
per ton-mile that are likely to emerge under competitive conditions. 

The first and most elementary explanation of differences in 
charges in the road-haulage industry working under competitive 
conditions is to be found in the simple fact that, according to 
circumstances, the average load in relation to the potential 
carrying capacity of the vehicle may be “ good” or “ bad.” 
Let us suppose there to be two groups of operators, using similar 
vehicles with similar costs per vehicle mile and who therefore must 
earn similar revenues (on an average and in the long run) per 
vehicle-mile to keep in business. Then, if one group serves 
customers the character of whose traffic! enables an average 
load-to-capacity ratio of (say) 60 per cent. to be obtained, whilst 
the other group carries traffic which permits an average ratio of 
30 per cent. only, then clearly the first group of operators are in a 
position to charge virtually half the rate per ton-mile of the other 
group.” It follows that so long as competitive conditions prevail, 
average charges tending to cover, but no more than cover, average 


1 There are various reasons why very different load-to-capacity ratios are 
obtained from vehicles of a similar type. First, many articles are light in weight 
in relation to the space occupied. So that although a vehicle may be normally 
loaded to capacity, in the sense that there is no room for more, a very low load 
in terms of weight (and therefore a high cost per ton) is obtained. Or again, a 
vehicle employed on the distribution of parcels to many points of destination 
may start fully loaded; but, by the very nature of the work to be performed, 
it must needs be working “ light ’’ over a large portion of its journey. Finally, 
whereas one operator working in one locality and carrying goods from A to B 
may always find himself obliged to return empty, another operator, working a 
similar type of vehicle in another locality, may always find himself in a position 
to return fully loaded. Clearly, whereas in the former instance the average 
load to capacity ratio would be 50 per cent., in the latter instance it would be 
100 per cent. Assuming a similar class of vehicle in each case, the charge per 
ton-mile in the former case may have to be almost double that in the latter. 

2 This is, of course, apart from terminal and certain other charges, to which 
reference is made below. 
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costs, operators working in those spheres in which load-to- 
capacity ratios are high will tend to quote lower charges per ton- 
mile than where such ratios are low. Industries and/or individual 
business houses whose forwarded consignments constitute good 
loads and involve low costs will enjoy correspondingly low 
charges. Whereas if tonnage is forwarded in such a way as to 
involve costly methods of transport, those who give rise to such 
a demand are called upon to pay for it. 


Il 


The next factor affecting freight charges by road to be con- 
sidered derives from the fact that, with few exceptions, it is less 
costly per potential ton-mile 1 to operate vehicles of large than of 
small capacity. 

So far we have assumed that the vehicles used by competitors 
were of the same size, had similar average costs, and therefore in 
competition were expected to earn similar average amounts per 
vehicle-mile. Different average loadings, however, imposed the 
necessity of different levels of charge per ton-mile. This time 
we shall assume similar load-to-capacity ratios, but consider the 
effects of using vehicles of a dissimilar size. 

Now of course it costs more per vehicle-mile to operate a vehicle 
with a potential carrying-capacity of 4 tons than one of 2 tons, 
or a 6-tonner rather than a 3-tonner. But in neither case 
double as much. So that costs and (in competition) charges per 
potential ton-mile are down where large vehicles can be used 
instead of small ones. As already explained, it does not follow 
from this that there is a constant tendency to substitute large 
for small vehicles, for customers not only desire frequency, but 
the quantum of traffic in some districts and along some routes 
may be inadequate to justify the use of large vehicles.2 But 
given several vehicles of different sizes, and assuming they are 
being worked similar mileages at similar speeds, costs and (in 
competition) charges per potential ton-mile will be lower for the 

1 For the sake of exposition it would seem most convenient from now onwards 
to consider the matter in terms of costs and/or charges per potential ton-mile 
worked, 7.¢., on the assumption of 100 per cent. load. Actually, of course, if 
the average load is (say) 66% per cent., then average costs per ton-mile carried 
would be one and a half times the costs per potential ton-mile. Similarly, were 
the average load 50 per cent., actual costs per ton-mile carried would be double 
potential costs. All such contingencies have already been allowed for in the 
preceding section. 

2 There is also the question of speed. Smaller vehicles can frequently be 
operated at a higher speed than larger ones, both for technical and legal (speed 
limit) reasons. This question is dealt with in Section IV of this article. 
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larger than for the smaller vehicles. As will be seen from Table I, 
the reasons for this are not difficult to ascertain. With the opera- 
tion of larger vehicles, virtually all costs rise per vehicle-mile 
operated, but at a smaller rate than that at which the carrying 
capacities of the vehicles increase. Hence, in the last line we 
get costs per potential ton-mile steadily falling. 


TABLE [? 
Operating Costs of Four-wheeled Petrol Vehicles on Pneumatic 
Tyres 
Running Costs (Pence per Mile). 





3-ton. 





Fuel . é ; - : 1-60 
Lubricants . : ‘ 5 . 0-10 
Tyres . . , , , . 0-45 
Maintenance ‘ ; . . 0-95 
Depreciation , : 0-43 0-55 0-65 














Totals ery 297 | 3-75 


Standing Charges (per Week). 
| 


a &< | 8. 
Licences ‘ : 8 0 12 


d. 8. 

i 0 12 
Wages (48 hours) . ‘ 5 58 6 63 
Rent and Rates . . 7 0 7 
Insurance . ; ; 6 6 7 
Interest . ; ; 2 4 | 2 


Totals . | 212) 8 4] 98 0 | 99 


Total Average Costs in Pence per Mile on an assumed Weekly Mileage of 
600 Miles per Week. 
| 365 | 470 | 561 | : | 773 
Costs per Potential Ton-Mile. 
| 3°65 | 2-35 | 1-87 | 1-53 | 1-29 











Again, assuming competitive conditions to prevail, where 
the “ flow ” of traffic justifies the use of large vehicles, costs and 


1 But for the last line, relating to the cost per potential ton-mile, these 
figures are extracted from “‘ Tables of Operating Costs,’’ published as a Supple- 
ment to The Commercial Motor on January 22, 1937. I have the kind permission 
of the publishers to reproduce them herewith. The publishers state that these 
Tables of Costs are ‘“‘ based upon costs prevailing in January 1937... and 
upon the experiences of many hundreds of users located in all parts of the 
country. Therefore they are average figures, from which deductions may be 
made should a vehicle or vehicles be running in level country and over good roads, 
or be increased where hilly country, bad roads, etc., are likely to affect costs.”’ 
Whilst I do not necessarily agree in every detail with the methods adopted in 
compiling and classifying these costs, I am nevertheless satisfied both as to their 
general accuracy and to their suitability for establishing the general character 
of road transport costs. Broadly one can regard “ running’’ costs as corre- 
sponding to “ variable ’’ costs, and standing charges as synonymous with “ time ”’ 
or “ non-variable ”’ costs, 
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charges are likely to be lower than where the “ flow” is only 
adequate to justify those of smaller dimensions. And this applies 
equally to the ancillary user forwarding goods from his factory 
in his own vehicles, as to the general haulier, who, by combining 
the goods forwarded by several firms, may thereby justify the use 
of vehicles, the size of which would be altogether inappropriate 
for the traffic of any one of the firms concerned. 


IV 


The next factor affecting road charges to be considered derives 
from the substantial economies that can be realised from obtain- 
ing a high vehicle “ user,” 1 and the widely different opportunities 
of realising such economies that are offered by the market and by 
other limiting factors. The economy in question is realised by 
spreading such costs as are dependent upon time over a large 
number of vehicle-miles worked per unit of time. Whereas in 
the last Section we assumed a given number of miles operated per 
unit of time, and examined the costs of vehicles of different 
carrying-capacities, in this Section we shall assume that the 
vehicles in question are of the same carrying-capacity, but are 
being worked different mileages. 

To illustrate the tendency towards decreasing costs in this 
sense, costs may be divided between those which are dependent 
upon time and which therefore do not vary with output, and 
those which vary with output—that is, with the number of 
vehicle-miles operated. For the purpose in hand, which is no 
more than to exhibit the influence of varying “users” upon 
average costs, the classification adopted in Table I as between 
“‘ running costs” and “ standing charges’ conforms with suffi- 
cient accuracy? to this division of “variable” and “ non- 
variable ” costs to justify its use as a basis for Table II. For the 
construction of Table II, the “ running costs” of the 3-tonner 
in Table I have been taken as varying with mileage operated, 
whereas “standing charges” have been taken as remaining 
constant. The charges per potential ton-mile required to cover 
these costs are also given. The substantial economies to be 
realised on this account are manifest. 


1 Or mileage per vehicle per unit of time. 

2 IT am aware that some would quarrel with the inclusion of all depreciation 
under “running” costs. On the other hand, particularly where high mileages 
are involved, the vehicle’s life depends substantially upon the mileage it is worked, 
so that every extra mile worked shortens its useful life, and incurs a “‘ user cost” 
to that extent. But any such minor criticisms that might be brought up against 
this classification would not, in my view, in any way alter the general character 
of the tendencies which they are intended to illustrate. 
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TaBLE IT 
Costs (Running Costs plus Standing Charges) per Vehicle Mile for 
Different Mileages Worked, together with the Charges per 
Potential Ton-Mile Necessary to Cover these Costs. 
Vehicle selected, 3-Tonner. 





Miles Operated per Costs in Pence per | Charge per Potential 
Week (48 hours). Vehicle-Mile. Ton Mile in Pence. 


9-33 
7-47 
6-54 
5-61 
5-15 














Whilst it is not the main purpose of this article to describe 
in any detail the actual circumstances which either give, or do 
not give, opportunities for operators to fill their vehicles to full 
capacity (Section II), to employ large rather than small vehicles 
(Section III), or to obtain a high “ vehicle-user’’, a few factors 
affecting the latter may be mentioned. For it is a fact that 
there are very great differences of ‘‘user’’ obtained in different 
sections of the industry to-day. 

First, there is the type of work to be performed. Does it 
involve frequent stopping and starting, loading and unloading, or 
does it permit the working of long distances without break of 
journey? Second, there is the presence or absence of road 
congestion. Third, there is the whole question as to whether or 
not there is a constant or sustained demand over time for the 
services of the vehicle in question. Are there opportunities for 
the profitable employment of vehicles during the major part of 
the twenty-four hours, the week and week-end, and through all 
the seasons cf the year? Fourth, the presence or absence of 
legal speed limits, and the extent of conformity thereto. This 
does not exhaust the factors affecting ‘“ user.” 

Quite apart, then, from differences either in average load or 
in carrying-capacity, there are differences in average costs due to 
different intensities of ‘‘ user.” Operators who are in a position to 
obtain high mileages per unit of time will have lower average 
costs than those otherwise situated. Assuming circumstances 
(such as prevail in competition) in which these real economies 
are passed on to the trading public in the form of lower average 
charges, then those business houses and industries which give 
rise to a demand that permits the realisation of such economies 
enjoy a lower level of charge than those the character of whose 
demand (say, by being relatively intermittent) precludes it. 
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. 


So far we have considered differences that are likely to arise 
in competition to average costs and average charges over an 
undefined period of time. But it would be quite wrong to assume 
that the actual costs incurred or charges made remain constant 
at those average levels through time, any more than an omnibus 
whose all-in average costs per vehicle-mile may be round about a 
shilling is likely to be costing or earning that amount at all times 
of the day. The demand for freight transport services as well as 
suburban passenger services varies in time, though not always 
with the same violence; and it is the differences in charges that 
arise from this fact that will now be considered. The question 
will first be looked at from the individual operator’s point of view, 
then as a general market problem. Two aspects of the individual 
operator’s problem become relevant in this connection. 

First, rather than have his vehicles lying idle and doing 
nothing, there is his willingness to accept levels of remuneration 
substantially below what he must earn on an average. So long 
as the charges made in respect of a particular contract (or series 
of contracts) are sufficient to cover the special or extra costs 
incurred in respect of that contract, thereby contributing some- 
thing (if only goodwill) towards ‘“‘ overheads ” or time costs, then 
an operator, generally speaking, prefers to take on business at 
those levels, rather than have no business at all. He thereby, of 
course, imposes upon himself the necessity of earning more, than 
what he must earn on an average, at other times. 

Secondly, there is (in competition) the necessity of his obtain- 
ing at least approximately as good a “ user ” over time from his 
vehicle (or vehicles) as do his competitors working in the same 
market. For, as has been pointed out in the last Section, were he 
to obtain a substantially !ower user than his competitors, his 
average costs would be higher than their average, and he would, 
in the absence of some other special advantages, be in danger of 
going out of business. In short, given competition, and so long 
as charges are sufficient to cover the special or variable costs 
involved, no one operator can afford to forgo such opportunities 
as the market offers of obtaining traffic and avoiding vehicle- 
idleness, even if it does involve temporarily lowering charges. 

The general market problem involved is now easily under- 
stood. Given the existence of changing demands over time, 
there will be forthcoming, at any charge that is standard or 
uniform over time, different volumes of traffic. But so long as 
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there exist such differences in the volume of traffic, so long must ! 
there be degrees of vehicle-idleness (at slack times) somewhere 
among the vehicles serving the market in question. But the 
very existence of such idleness, as already explained, leads 
individual operators (and in competition all the operators in the 
market concerned) to lower their charges at those slack times. 
Thereby emerges a level of charge which is lower at slack than at 
busy times. 

In short, given changing demands over time, then uniform 
charges mean unequal flows, which implies vehicle-idleness. 
But vehicle-idleness enforces upon the market price differentials 
as between busy and slack times, till such idleness is eliminated. 
This is as much as saying that in competition there is a tendency 
for charges to be such as to encourage, and in some instances to bring 
about, a constant volume or even flow of traffic over time, and in so 
far as demand varies in intensity at different times, charges similarly 
vary. The degree to which charges will vary at different times 
will depend upon the degree to which demand varies in intensity 
at different times. Or, to put it a different way, it depends 
upon the amount of encouragement to the market that is required 
to keep vehicles as fully occupied at slack times as at busy times.* 

It may be noted that only by charging differently at different 
times can all the vehicles available for the market in question be 
fully utilised through time, and the economies of “ good user ” 


1 Subject to the requirements of overhaul and repairs. 

2 The actual extent to which operators are able to keep their vehicles in 
continuous and profitable employment over time is strictly limited, on the one 
hand by conditions of demand, and on the other by the dimensions of their 
variable costs. Much delivery work can obviously only be carried on in the 
daytime or in business hours. The carriage of much agricultural produce is 
limited to particular times of the day and/or year. Furniture vans, notoriously 
busy at the quarters, often find little to do between whiles, and so on. But in 
the case of the general haulage business, in which operators are working for a 
variety of trades and are able, if needs be, to move from one district to another, 
there are clearly opportunities of obtaining an almost continuous “ user”’ over time. 
Given further the freedom to offer inducements to traders by way of lower 
charges, to consign their goods at such slack periods, individual operators may keep 
their vehicles profitably employed upon the road almost continuously throughout 
the twenty-four hours, the week, and the year. The writer came across one 
case in which a long-distance haulier kept his vehicles on the road on an average 
for eighteen hours out of the twenty-four, throughout the year. This represents 
an extremely high “‘ user ’’, having regard to the necessity for loading and unloading, 
repairs and overhaul. 

There is the further question as to precisely what level of remuneration an 
operator will quote down to, rather than have his vehicles lying idle and doing 
nothing. What constitutes an operator’s variable costs, “‘ special’? to a par- 
ticular contract or series of contracts? Space forbids an adequate treatment of 
this subject here. 
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described in Section IV be fully realised. Were degrees of 
uniformity of charge over time introduced, or differentials im- 
posed other than those dictated by the conditions of cost and 
demand described above, then there would of necessity be addi- 
tional degrees of vehicle-idleness introduced, and average costs 
and charges would be at a generally higher level than would 
otherwise be the case. Thus, inter-temporal differences in charges, 
whilst possibly of less importance dimensionally than the other 
differentials accounted for in this article, may, in so far as they 
do exist, have a definitely functional basis. 


VI 


The last factor affecting road charges to be considered is that 
of the “ return load,” or the alleged willingness on the part of 
operators to accept “ any ” rate rather than return in the home- 
ward directionempty. Actually, of course, what is one operator’s 
outward rate is another’s inward, so that the general problem 
really resolves itself into the relationship that is likely to obtain 
between charges on goods carried from A to B and on those 
carried from Bto A. As in Section V, before tackling the general 
market problem involved, it is as well to look at it first from the 
individual operator’s point of view. 

It is often said that an individual operator will accept virtually 
any charge from B to A (his base) rather than return empty. 
Whilst there is some truth in this allegation, there are, neverthe- 
less, certain costs which have to be incurred and covered, and 
which therefore should not be overlooked. First, an operator 
must obtain his traffic, which, in the absence of a clearing-house 
whose business it is to act as an intermediary between business 
houses and road operators, may cost him time and/or money. 
Secondly, there may well be the need for extra mileage to be run, 
according to the precise location of the forwarding and receiving 
points concerned. In addition there are the expenses incurred 
and time lost through loading and unloading, insurance, clerical 
expenses, possibly some extra wear and tear on the vehicle,’ and 
soon. But even if full allowance is made for all these items, they 
do not amount to very much, particularly where long hauls are 
involved,? so that we can assume that an individual operator, 


1 On the other hand, it is held by some that running “light ’’ or under- 
loaded actually increases maintenance costs. For relatively empty vehicles 
tend to “ bounce about ”’ on the road if driven at speed. Whilst if tyre pressure 
be reduced to counter this, the tyres in question will wear out more rapidly. 

2 Since nearly all the above-mentioned extra costs are in the nature of 
“ terminals,” their magnitude in this connection becomes less important, the 
longer the journeys involved. 
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were he to find himself (say) some two or three hundred miles 
from his base, would accept an extremely low level of remunera- 
tion, rather than return with nothing at all. It does not follow 
that in fact charges frequently fall to this lowest level. But it 
does imply that they may, in certain circumstances, do so. 

We are now in a position to understand the working of the 
market in general when return-loads are being carried, and to 
state with some confidence what is likely to be the relationship 
between the level of charges from A to B as compared with those 
from B to A. 

The problem is not dissimilar to that which arose in Section V 
where inter-temporal differences in demand were under con- 
sideration. In the latter case, it will be remembered, whenever 
it happened that operators were faced with little or no business 
for their vehicles to do, it paid them to lower charges with the 
intention of inducing traffic, rather than have their vehicles idle, 
and so long as costs special to that traffic were covered. Similarly, 
in the return-load market, so long as empty or half-filled vehicles 
are being operated (say) from B to A, it is likely to pay operators 
to lower their charges, thereby inducing traffic, rather than have 
their vehicles running empty or light from B to A. And these 
operators will tend to persist in their endeavour to encourage 
traffic by lowering charges to pass from B to A until such time 
as there are no empty or partially loaded vehicles returning from 
Bto A. In other words, until the volume of traffic passing from 
A to B is similar to that passing from B to A } (i.e. no empty or 
light running in either direction) charges will tend to fall in which- 
ever direction the traffic is inadequate to constitute a “ balanced ” 
traffic between the two localities in question. 

It follows from the above that in competition, the relationship 
between outward and inward rates will tend to be such as to induce 
a volume of traffic moving in one direction equal to that moving in 
the opposite direction. So that one would not expect the level 
of charges from A to B to be equal to that from B to A. Why, 
for example, should the volume of traffic that would pass from 
London to (say) Birmingham at a yiven level of charges be 
similar to the volume passing in the opposite direction at that 
same level? Were it so, it would be a pure accident. But given 
different levels of charges, there might well be almost equal 


1 For the sake of brevity I am ruling out the possibilities of returning by 
another route and picking up tonnage from C. Just as in Section V I did not 
refer to the possibility of vehicles leaving one market and serving another. But 
the introduction of such factors, whilst it would elaborate, would not invalidate 
the general arguments in hand. 
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tonnages moving in the two opposite directions. In short, only 
by charging differently for freight passing from A to B and from 
B to A can there be ensured anything approaching a perfect 
“balance ” of traffic, with all its cost-reducing potentialities. 


Vil 


The foregoing attempt to outline the forces which, it is be- 
lieved, broadly determine the variations of charges that emerge 
in road transport working under competitive conditions does not 
claim to be exhaustive. Such items as the costs of loading and 
unloading,’ insurance, savings in clerical expenses, the building 
up and maintaining of goodwill, have not been omitted because 
they have been forgotten; nor is the writer unmindful of the 
immense importance of organisational ability * as a factor in the 
market. It would seem, however, that the inclusion of these 
additional factors would elaborate rather than invalidate this 
general account of that system of charges which results from 
competition and is commonly known as being “ based on cost,” 
as distinct from the railway system which is regarded as being 
based on the alternative principle of “ what the traffic will bear.”’ 

As regards the differences in charges explained, in no case were 
they due to arbitrary discrimination. In every case they had a 
“functional ” justification. In Section II it was observed that 
in cases where an individual, a firm, or an industry, gave rise to a 
demand such that high load-to-capacity ratios were obtained, 
charges would be lower than if such ratios were low. So that, if 
tonnage must be carried in a more costly manner, those who give 
rise to such a demand must pay for it. Similarly, in Section III, 
if industry, reflecting the demands of consumers in general, 
consigns freight in such bulk as to justify the employment of 
larger and more cost-reducing vehicles, then such bulk-purchase 
of transport is rewarded by a corresponding reduction of charges. 
Or again, (Section IV) if demand admits the realisation of the 
economies of good user, there will emerge a lower level of charge 
than if demand were otherwise. The functional aspect of inter- 
temporal differences (Section V) is also evident. For, wherever 


1 And, one might add, the extent of illegal overloading ! 

* This item deserves special mention for the following reason. From the 
text of this article it might appear that whether or not good loads are made 
or large vehicles used, or a good “‘ user’’ obtained from those vehicles, depends 
solely upon conditions of demand. But the latter should only be regarded as 
prescribing limits to these practices. The extent to which good loads are 
obtained, the use of large vehicles justified, or intensive “‘ user ’’ realised, is being 
constantly affected by the presence or absence of operating efficiency or 
organisational ability. 
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(at a uniform price) the volume of traffic fluctuates, only by means 
of differential charging can such fluctuations be diminished, the 
vehicle-idleness involved be reduced, and the economies of good- 
use? be made available to the fullest possible extent. Finally, 
only by charging differently from A to B as from B to A is there 
any chance of realising a balanced traffic and of eliminating 
“empty ” running in one direction. 

It will have been observed also, that the emergence of these 
functional differences, the realisation of these competitive cost- 
reducing equilibria, were in every case reached through a process 
the fulfilment of which depended upon the operators’ freedom to 
alter their charges if and when they thought fit. In the case of 
there being an unbalanced traffic between A and B, there must be 
the freedom to lower charges and thereby induce additional traffic 
in the relevant direction, if a balanced traffic is to be restored. 
Or again, where there is vehicle-idleness at slack periods, only 
by means of similarly inducing additional traffic may such 
vehicle-idleness be eliminated and the economies of good-user be 
fully realised. Finally, only by means of differentiating between 
traffics that justify (or purport to justify) the use of large or small 
vehicles, or that give “‘ good ” or “‘ bad ” loads, can the economies 
and diseconomies inherent in the carriage of such traffics be 
relevantly distributed between the consignors concerned. 

It is such considerations as these that prompt the following 
reflection. That whatever else is done to this still youthful 
branch of British industry, the conditions that have permitted 
these differences in charges to emerge and now obtain, should not 
be spoiled. Though this is no plea for Government inaction. On 
the contrary, it adds point to the contention that it should be the 
constant endeavour of every Government to construct and pre- 
serve that economic and legal framework within which all road 
users both meet their appropriate share of road costs and operate 
their vehicles with safety. For it is only within such a frame- 
work that the forces described above can fully and fairly find 
expression. 

G. J. PonsonBy 


London School of Economics. 





REVIEWS 


Socialism Versus Capitalism. By A. C. Piaov. (London: 
Macmillan. 1937. Pp. 139. 6s. 6d.) 


For over a century, there has been a continual modification of 
the system of private enterprise in this country, so that different 
writers have described that period, with equal truth, as the 
history of Socialism, or the history of Capitalism. Pure Capital- 
ism having been called laissez faire, stages in the transformation 
have been reached when a review of the process seemed to justify 
the phrase, the ‘‘ end of laissez faire.’”’ Lord Goschen and others 
believed this to have definitely occurred in the early eighties of 
last century, and Mr. Keynes observed the phenomenon about 
forty years later. To the question, “‘ When did the end of laissez 
faire begin?” the proper answer is, “ Before it started ”’; 
indeed, both the Frenchmen to whom the expression is first 
attributed were Protectionists. It was estimated a few years ago 
that the system was mixed to the extent that at least two-thirds, 
in terms of capital, of the large-scale enterprises of this country 
were administered on principles which departed in some respect 
from the principles of private capitalism; and it appears, from 
general figures, that about a third of the real national income is 
now spent through public channels. There is not an abstract 
issue between Capitalism and Socialism; and further evolution 
might be expected to increase the coefficient of substitution by 
modification of personal incentive, changes in the technique of 
accounting, or discoveries in the problem of employment. But, 
as some of these develop slowly, and especially as the inequalities 
of distribution remain curiously intractable, Professor Pigou 
invites us to a debate between a complete Socialism and Capitalism 
as it is, each side being subject to the handicaps involved in not 
waiting for the elucidating influences of history on the resources it 
might bring into a later comparison. The handicap of Socialism 
is in the complexity of the accounting processes which must take 
the place of the play of market influences, so as to present a prob- 
lem which ai present he regards as “‘ appalling ’’; that of Capital- 
ism mainly the secret of the origin of the trade cycle, as distinct 
from the course of trade cycles; though there are changes in 
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industrial regulation and incentive which, it might plead, are 
taking place. But, if we cannot wait, how does the comparison 
0% 

: We should not place any terms of prejudice in the definitions. 
A socialised system I take as one in which the instruments of pro- 
duction are publicly owned, and are operated by persons whose 
functions and terms of remuneration are determined by public 
authority. This excludes private profit, or simply profit, from the 
definition, and, in the present condition of controversy, profit has 
been given a sinister meaning. To include “ for profit’ in the 
definition of Capitalism is also, I think, ambiguous; the expression 
has five different meanings, of which, in my view, two are true, 
two untrue, and one doubtful. In a sense its use is tautologous, 
in a sense prejudicial. Incentive is part of the debate. Pro- 
fessor Pigou does not hold that the motive, as distinct from the 
fact, of profit, can be excluded. This refinement shows that we 
are dealing in ambiguity. It has a special reference to private 
co-operative societies, which he would include in Socialism. 

Nor is “ planning ” a matter of the definition. There will be 
planning under Socialism, in one sense of the word; but the 
argument has to decide whether, in another sense, Socialism is a 
good plan. There is no plan, if we do not think about the subject. 
If we do, we adopt a plan. Free trade was a plan; protectionism 
is one now. The essential feature is, in Professor Pigou’s view, 
that Socialism is vaguely believed to be a plan “ for the common 
good.”” Now he is talking within Socialism as set up; it will then 
do its best for everybody; but, in the choice between Socialism 
and Capitalism, both sides believe they are arguing for “ the com- 
mon good.” 

Professor Pigou proceeds to marshal the argument with, it is 
needless to say, a rare skill and lucidity. It has threestages. In 
the first place, how can the rival systems solve urgent problems, 
supposing that Socialism can be as workable as Capitalism ? 
The balance of this argument is turned in its favour. Even if 
capital is expropriated at a fair price, so that there is no immediate 
effect on distribution of wealth, there will be a new starting point, 
so that future inequalities will be restricted; and this without 
necessary reactions on savings, because the State will arrange that 
for itself. These is a slight advantage for Socialism in respect of 
the allocation of resources, turning on the fact that the control of 
private monopoly is a social cast, which would be avoided. And 
also in respect of unemployment; because of a better regard to 
social costs, the better co-ordination of centralised data, the clearer 
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perception of the relation of public needs to those which supply 
other utilities, the transfer of resources by design instead of by 
inducement, and the power to act at once on wage-rates. The 
advantage is not decisive in respect of technical efficiency, be- 
cause the optimum arrangements, which capitalism (with free 
competition) brings about, will now depend on cost statistics; 
on the other hand, capitalism has departed from pure efficiency 
tests in some of its structures, like Cartels, which often maintain 
inefficient firms, and thereby lessen the force of the fear of bank- 
ruptey. In respect of incentive, piece-rates will be less liable to 
the fear of exploitation, and there may be a more general spirit 
of willingness to make sacrifices, as in Russia seems to be the case. 

But, secondly, this picture rests on the assumption that those 
who are responsible for the great administration can be supposed 
to manage the innumerable departments that will be required. 
Professor Pigou’s argument on what this involves, in “ accounting” 
wages and interest rates, will dash the hopes that he has been 
raising. He holds that in principle it is possible to solve thousands 
of simultaneous equations, but it is cold comfort to give counsels 
of perfection. And there are other questions to ask about the 
central planners than their theoretically possible costing resources ; 
even if these were not liable to great interference from seasonal 
fluctuations in agricultural products; and even if, by the method 
of trial and error, many of the right costings did not get adjusted 
to some of the wrong ones. Anti-Socialists will feel that it is 
not one part of the question, but the crux of it, on which all else 
depends, which kas to be presented as “‘ appalling ’’ in its problem. 
And they will say cadit questio, spite of what is so brilliantly 
argued as possible, that is to say conceivable, in principle. But 
this will not discount the advantages which have been listed, if 
they can be obtained by gradual processes and proved steps 
toward a less complete consummation. 

It is no surprise, therefore, that Professor Pigou ends in a 
modest programme. He would deliberately use taxation to 
lessen inequalities; well, that is a fine point between motives and 
other conditions. Graduated taxation came about because of 
the fiscal needs of a social programme under Free Trade, but it 
also veiled the motive of equalisation. Then, he wishes to have 
monopolies controlled; our Common Law, seriously defective in 
this respect, even if not on the whole favourable to monopoly, 
is now embarrassed by the fact that the Government has itself set 
up monopolies, and some kind of special Tribunal has long been 
urged. It is a bolder suggestion to nationalise the armaments 
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industry, “‘ probably the coal industry, and possibly the railways.” 
In the first case, the motive is, I think, moral in the face of tech- 
nical losses. The railways are a service, not involving the Govern- 
ment in any problems of foreign sales or trading issues. Apart 
from the question of tearing apart the integrations between the 
iron industry and coal, the nationalisation of coal places the State 
in charge of an industry liable to decline in its competition with 
other fuels, so as to place public administration in a position of 
unfair comparison, or to cause the State to seek to ‘‘ maintain ”’ 
its asset by restrictive policies. Should a growing industry not 
be tried first? Professor Pigou would also make the Bank of 
England a public institution—admitting that it is already that in 
effect. So that, if in the end he will not please the Socialists very 
much, he has, with splendid fairness, shown both sides what they 


are talking about. 
D. H. Macerecor 


All Souls’ College, 
Ozford. 


Consumers’ Credits and Unemployment. By J. E. Meapn. 
(Oxford University Press. 1938. Pp. vii+ 115. 52.) 

Mr. MEADE has performed a useful service in bringing into 

the picture consumers’ credits—or rather consumers’ subsidies, 


for this, and not aids to instalment purchasing, is what he has 
in view—not as a magical specific, but as one of the possible 
means of levelling out fluctuations in effective demand. Hitherto 
proposals have either tended to concentrate on the stimulation 
of investment or claimed some special virtue in consumers’ 
credits as producing an effect obtainable in no other way and as 
being necessary and desirable at all times. Mr. Meade is not 
what is usually called a “ social credit theorist,” but he thinks 
that subsidies (as I should prefer to call them) to consumers 
have not received the attention which they deserve as a weapon 
in our armoury against fluctuations. His book is also valuable 
because he attempts to assess the order of magnitude of the 
sums involved in his proposals as applied to this country; though 
the practical utility of this part of his work is impaired—and the 
efficacy of his proposal is greatly under-stated—by his working 
the figures on the assumption that his remedy against unemploy- 
ment has no effect in reducing unemployment. 

Put shortly, Mr. Meade’s proposal is for a subsidy to wide 
classes of consumers whenever the indices of unemployment exceed 


a certain figure, and a tax on employment whenever they fall 
F2 
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below a certain figure. He does not limit the recipients of 
the subsidy (as at present) to the unemployed themselves, on 
the ground that “‘ the payment could not be on a sufficient scale 
to prevent general depression.” This, however, appears to be 
on the assumption that no other remedies are put into operation; 
and he might have emphasised more clearly that the existing 
system of benefit to the unemployed is a leading, and very 
important, example of his thesis, and that the fluctuations in 
the assets of the Unemployment Fund between good times and 
bad are, at present, one of our major, regularly organised, 
measures for achieving what he wants. Thus, without proceeding 
to his more extreme proposals, the more liberal our scale of relief 
to the unemployed can be made, without setting up anomalies 
between the employed and the unemployed, and the more 
promptly and permanently it is given, the smaller will the actual 
fluctuations in employment become. Mr. Meade’s own proposal 
is “to make a monthly payment, which varies with the volume 
of ‘depression’ unemployment, to every member of the com- 
munity whose income is below a certain level”; or, when he 
comes to details, “to (i) Old Age Pensioners, (ii) all workers 
insured under the existing Widows’, Orphans’, and Old Age 
Contributory Pensions Scheme, and (iii) the wives and children 
of such insured workers ” (p. 33). And he sticks to this in spite 
of admitting the force of a criticism made to him by Mr. H. D. 
Henderson that this will increase the fluctuations in the real 
income of the fully employed, inasmuch as their real income is 
already increased, as a rule, in slump conditions. Mr. Meade 
hopes to get his money back by a progressive tax on employment 
when times are good. He is not decisive as to whether the 
employers (who do not receive any part of the subsidy) should 
pay part of the tax, but suggests that they should do so. In 
terms of figures, he recommends that ls. a month should be 
paid to each beneficiary when the index of unemployment is 
between 13 and 14 per cent.; 2s. a month when it is between 
14 and 15 per cent., and so on; and that a tax of 2s. a month 
should be levied for every person insured under the existing 
Contributory Pensions scheme, when the unemployment index 
is between 10-5 and 11 per cent., 4s. a month when it is between 
10 and 10-5 per cent., and so on (pp. 70, 71). 

It seems to me that, subject to criticisms to be made sub- 
sequently, there is a good idea behind this; and it is a partial 
answer to Mr. Henderson’s criticism that, in so far as the scheme 
is successful, fluctuations in real income due to the subsidy and 


a a ee 
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tax will replace fluctuations due to changes in the level of output, 
and not the whole of the former will be superimposed on the latter. 
But if the idea is to be brought within the field of practical politics, 
it would be wise, I suggest, to make it part and parcel of the various 
contributory insurance schemes, even at the expense of somewhat 
limiting its scope. It would be very simple to make the con- 
tributions in respect of the contributory schemes fluctuate in 
accordance with the state of employment, falling and eventually 
disappearing as unemployment increases and rising again as it 
decreases, the average being maintained at about the present 
level. This would become still more efficacious if the scope of the 
contributory schemes were to be increased hereafter, so as to in- 
clude, for example, family allowances and funeral insurance. 
Moreover, the same idea could be applied in another field by vary- 
ing the contributions to sinking funds required from public and 
semi-public bodies in respect of their outstanding loans, the local 
rates or the prices charged (as the case may be) being reduced 
in depressions and increased in recoveries. Indeed the policy is 
obviously an extension and working out of the idea of budgeting 
for a deficit in depressions and a surplus in recoveries. It is, in 
fact, a scheme for providing that particular sources of savings 
should accrue only when there is evidence of an outlet for them 
ininvestment. All this might be useful in spite of the important 
criticism that it is directed towards ironing out fluctuations 
without necessarily raising the average level of activity to the 
optimum level. 

There are, at the same time, certain criticisms to be made on 
Mr. Meade’s treatment. The most important of these relates 
to the proposal, with which he harmfully and quite unnecessarily 
encumbers his main thesis, for financing his subsidies by means 
of printing notes instead of borrowing. He defends this on the 
ground that an increase in cash is salutary in times of depression, 
and that the resultant saving in interest facilitates the finance 
of his scheme. But he gives no reason, and indeed there is none, 
for supposing that the advisable increase of cash is equal in amount 
to the advisable subsidy to consumers. Before he reaches the 
end of his argument, he realises that his scheme may lead to 
an inadvisable increase of cash, but, instead of giving it up, 
he further complicates it in the effort to find a remedy. All 
this occupies about a quarter of his book. It is surely better 
to separate entirely the general question of operations to main- 
tain the volume of cash at the appropriate level from the special 
finance of this particular policy for subsidising consumers. 
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A less clear point is the distinction he makes between “ inter- 
mittent”’ and ‘structural’? unemployment in arriving at the 
critical levels of his unemployment statistics—meaning by the 
former unemployment due to fluctuations in the amount of 
effective demand, and by the latter unemployment due to 
changes in its direction (e.g. the depressed areas). This is 
certainly a distinction which must not be overlooked in fixing 
the critical level. But the sort of considerations brought 
forward by Mrs. Robinson in her Essays in the Theory of 
Employment suggest that Mr. Meade may be treating this 
distinction as being more sharply defined than it really is. 
Finally, Mr. Meade makes no attempt to compare the effects 
of a given amount of funds applied to consumers’ subsidies with 
those of an equal sum applied to increased investment. It 
would seem that the effect on individual incomes is the same, 
but that the effect of consumers’ subsidies on employment is 
only equal to the secondary employment due to the increased 
investment, and falls short of the total employment due to the 
latter by the amount of the primary employment involved ; 
which becomes evident when we consider that the consumers 
receive their subsidies without working for them. The only 
qualification to this would arise if some of the recipients of the 
investment expenditure were more likely, than the recipients of 
the consumers’ subsidies, to save part of their increased income. 
Thus, if the employment multiplier is 3, in the sense that the 
total employment is three times the primary employment, the 
employment resulting from the subsidy is only about two-thirds 
of the employment resulting from the investment. Moreover, 
even if the investment indirectly involves a subsidy, in the sense 
that it is worth in cash less than it costs, it should be unnecessary 
at the worst for this deficiency to exceed (say) a quarter of the 
sum involved. Thus the real burden of a policy of subsidising 
consumers is very greatly in excess of that of an investment 
policy, unless we reckon the work of a man who would otherwise 
be unemployed at a high real cost. The counterpart of this 
appears in the very discouraging tax on employment when the 
latter begins to recover. It is not comfortable to be forced, as 
we are by Mr. Meade’s formula, to begin a positive policy of 
contraction as soon as unemployment falls (in existing conditions 
of “structural ’’ unemployment) below 11 per cent. Nor can 
Mr. Meade rest his case on the greater social advantage of 
increased consumption compared with that of increased in- 
vestment. For the amount of consumption is substantially 
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the same in both cases, and there is only a benefit to consumption 
from doing without the investment in so far as the investment 
uses up goods, at the same time capable of being equally well 
used for direct consumption (which is seldom the case) and subject 
to a significantly declining return when their output is increased. 
Broadly, the social distinction is not between more and less con- 
sumption, but between more work with more investment and 
less work with less investment. Mr. Meade must mainly rely, 
therefore, on the argument that consumers’ subsidies can be 
introduced without preparation and on an easily adjustable 
scale, on occasions when, for one reason or another, an adequate 
increase in investment is impracticable. J. M. Keynes 


Monetary Nationalism and International Stability. By F. A. von 
Hayek. (London: Longmans, Green. 1937. Pp. xiv + 
94. 5s.) 

Tis volume consists of five lectures delivered at Geneva. 
The short lecture course is a medium in which Professor Hayek 
is especially happy, and the capacity to present difficult and 
unfamiliar ideas lucidly in small compass, which distinguished 
Prices and Production, is again displayed here. 

The governing idea throughout the book is that the ideal 
arrangement of the monetary relations between countries would 
be one which reproduced the relations which normally exist 
between different parts of the same country. This implies the 
existence of a common standard, such as the gold standard, with 
fixed exchange rates. But it implies, in addition, the possibility 
of transferring between countries the means of payment used by 
the public. Thus the gold standard systems which we have 
known, in which means of payment with merely a national 
currency are based on reserves of international money, fall 
appreciably short of the ideal. 

The argument advanced in support of this ideal runs as 
follows. Within the ambit of a unified monetary system, a 
change in demand brings about a change in the direction of the 
flow of money, which affects different markets in turn and finally 
brings about a new equilibrium of prices in conformity with the 
natural re-alignment of demand. In the case of the ordinary 
gold standard (gold nucleus standard), on the other hand, a flow 
of money between countries means a change in reserves, which 
calls for a multiple change in the superstructure of credit. The 
actual transfer of money is less—apart from capital movements, 
countries have to pay their way in goods to a greater extent; 











72 THE ECONOMIC JOURNAL [MARCH 


at the same time interests are affected which would not naturally 
be affected by the change in demand—investment particularly is 
temporarily stimulated or checked in an artificial manner. 
Professor Hayek wishes accordingly to reform the gold standard so 
as to secure that an international movement of money only affects 
the supplies of money in each country by the actual amount 
transferred. 

To comment briefly on the analysis so far, it may be pointed 
out that even within a unified monetary system the absorption 
and release of money balances in a sense disturbs the working out 
of the effects of the changes in demand; it makes the outcome 
somewhat different from that which would be realised if there 
existed a common unit of amount, but no reserves of liquid 
assets. It certainly cannot be said that the redistribution of 
money balances is necessary to the working out of the natural 
effects of the changes in demand. It is true that the working of 
the fractional reserve system introduces disturbances of a much 
more serious kind, if the orthodox specie—flow-discount-rate 
theory of the mechanism of adjustment is correct. I have 
suggested elsewhere that the actual mechanism of the pre-war gold 
standard may have been different and less disturbing, but I must 
not pursue that subject here. 

The remaining and larger part of the lectures is occupied with 
a comparison of the processes of adjustment under the ideal inter- 
national system and under a system of independent currencies— 
the so-called “‘ monetary nationalism.” In the latter case there 
is no possibility of the transfer of money between countries. I 
have argued above that this should not of itself be a cause of any 
distortion of values. So far as from a practical point of view the 
absence of a “‘ cushion” in the form of variable balances of inter- 
national money is found to be inconvenient, the difficulty can be 
met by temporary borrowing or by holding internationally 
marketable assets. Whether or not he would agree so far, 
Professor Hayek considers that the method of adjusting the inter- 
national position, to meet, say, a change in demand, by varying 
exchange rates is bound to distort the course of production in the 
several countries, because it involves a general change in the 
relation of their prices. This means, he argues, that there will 
be a contraction or expansion of the money demand for the 
products of industries which ought not to be affected, directly or 
indirectly, by the original change in international demands; 
further, that the consequent changes in the output of these 
industries will eventually prove to be unjustified. 
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All this appears to me to be mistaken, because it can be shown 
that, properly defined, the general change in price and income 
relations is necessary. When, for example, the demand for a 
country’s exports declines, this means a fall in the value of its 
productive factors. The fall will affect in the highest degree 
those factors which are chiefly employed in the export industry in 
question. But it will also affect the more general factors which 
are in joint demand with the special factors in that industry and 
are also used in most other industries. Assuming that the more 
general factors are immobile between countries, this is the true 
basis for the general change in price and income relations between 
countries. The fall in the value of the general factors of the one 
country relatively to those of other countries can come about 
either by an actual fall in their money price (the gold standard 
case) or through a fall in the exchange value of the country’s 
currency, their prices remaining the same in terms of the national 
currency. In both cases the relative fall in general factor values 
will assist the expansion of other industries, accompanied perhaps 
by a rise in the value of some special factors. But in both cases 
equally these are proper and necessary readjustments. A 
variation in exchanges rates may therefore be a convenient 
substitute for general changes in factor prices when the latter are 
“sticky,” although it does not dispense with the necessity for 
other changes in particular prices. 

It may be observed that Professor Hayek appears to recognise 
the truth of much of this in two important cases. These are the 
case of a one-export country confronted with a change in the 
demand for its product, and the case in which a currency has been 
stabilised at an inappropriate value. If it is conceded in turn that 
a country with varied productive capacities ought not to have 
much difficulty in adjusting itself to gradual changes in the 
demand for particular products when on an _ international 
standard, there may not be much practical ground for dispute 
so far as this part of the question is concerned. 

There are two further respects, however, in which Professor 
Hayek holds that independent currencies compare unfavourably 
with an international standard. One is their greater liability to 
disturbance by short-term capital movements. Here the reader 
must remember that the comparison is with the perfected gold 
standard designed by the author. The other is their liability to 
mismanagement as a result of the inflationist bias imputed to 
monetary authorities. 

The correctness of the latter point is a question to be decided 
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by judgment rather than theory. There is, of course, the other 
view that with independent currencies enlightened monetary 
authorities have more scope to pursue wise policies of economic 
stabilisation, or at least to make hopeful experiments in that 
direction. It is mainly on this ground, I think, that a policy of 
monetary autonomy (I prefer the neutral term) finds favour in 
this country, America and Sweden at the present time. One 
might wish that Professor Hayek had dealt more fully and 
directly with the possibilities of such a policy of stabilisation 
on a national basis. He does, however, point out an important 
difficulty that advocates of autonomy from this point of view 
have to face—namely, that variable exchange rates do not by 
themselves insulate a country from world movements in interest 
rates and in relative commodity prices. 

This book should stimulate much profitable discussion. 

P. BARRETT WHALE 

London School of Economics. 


Introduction to the Theory of Employment. By Joan Rosrnson. 
(London : Macmillan. 1937. Pp. ix + 127. 4s. 6d.) 


“THe purpose of this book is to provide a simplified account 
of the main principles of the Theory of Employment for students 
who find that they require some help in assimilating Mr. Keynes’ 
General Theory of Employment, Interest and Money, and the litera- 
ture which is growing round it.” It is by this self-formulated 
standard that Mrs. Robinson’s latest contribution to that growing 
literature must be judged : the work of Mr. Keynes himself, as his 
more constructive critics realise, is an attempt to reduce to 
manageable dimensions the complex phenomena of general 
equilibrium : to criticise for its simplicity a further simplification, 
to attack a vulnerable position voluntarily adopted, would be 
both ungracious and absurd. Also it would be very difficult. 

The book opens by stressing the fact that saving and the 
accumulation of real capital are the results of separate decisions 
made by separate persons : the next chapter, perhaps the best in 
the book, presents the familiar thesis of the General Theory that 
the volume of investment determines the volume of effective 
saving and hence, vid the propensity to consume, the size of the 
national income. The section on the “‘ Hoarding Fallacy ” might, 
however, have been postponed with advantage to a later part of 
the book : Mrs. Robinson’s reader would in all probability have 
accepted the argument that the “excess savings’ were never 
made, and, if stimulated to inquire by the title of the section, 
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would almost certainly follow in more distinguished footsteps 
and ask where the money had gone. For the answer to this 
question he has to wait until Chapter VIII. 

The Multiplier then makes its appearance, supported by a 
series of arithmetical examples : it is followed by summaries of the 
determinants of the disposition to save and the inducements to 
invest. Two chapters on wages and prices follow, in the course 
of which most contemporary nostrums are subjected to an analysis 
as vigorous as it is lucid. The only criticism of this section which 
it is possible to make is that the frequent argument from wage- 
rates to the level of prices might conceivably be confusing to those 
who were led to accept it as a direct causal relationship. The 
rate of interest and the results of changes in the quantity of 
money follow in review : an excursus upon the Fisher equation 
condenses most admirably most of the relevant arguments 
concerning that much-discussed implement. Mrs. Robinson then 
introduces the question of the external relationships of a country 
engaged in the regulation of its income by the control of invest- 
ment, and concludes by discussing the control of the trade cycle 
and the (not unrelated) question of economic controversy. 

This order of presentation illustrates the difficulties of the 
author’s task. The book is intended, presumably, for two some- 
what different classes of reader, the intelligent layman and the 
student of economics. The former would probably be prepared 
to dispense with the proofs that unemployment is possible, and 
would welcome an earlier discussion of those questions of prices 
and wages with which the newspapers and personal experience 
have familiarised him. The latter would probably acquire con- 
fidence earlier in the course of his reading were the chapters on 
money given an earlier place. But the order of presentation 
adopted represents a good compromise, and one which the present 
reviewer is the more willing to endorse as it is almost identical 
with the order in which he is in the custom of advising students to 
read the similar chapters in the General Theory. 

This is an admirable book and one to be recommended without 
qualification to students, lay or professional, and most especially 
to those contemplating letters to The Times on the subject of 
public works! Also one may welcome Mrs. Robinson’s pen- 
ultimate sentence, ‘‘ The controversies and the political issues are 
bound up together.” Mr. Keynes appears to contemplate the 
reduction of the rate of interest to zero with some equanimity. 
Certainly it sounds less revolutionary than “ the expropriation of 
the expropriators,” but it is doubtful if thedifference in terminology 
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would be of political significance were the operation attempted. 
The lamb seems at last to be regarding the lion with an air of 
suspicion. May one suspect that Mrs. Robinson, by the light of 
current events, has rediscovered the dictum of Balzac, that 
there is nothing more terrible than the anger of a sheep ? 
Henry SMITH 
Ruskin College, 
Oxford. 





Die Aufgaben des Geldes. By E. Lukas. (Stuttgart and Berlin : 


W. Kohlhammer. 1937. Pp. 657.) 

Tuts large book is a strange, though rather typical, mixture of 
common sense and the quantity theory of money. The author 
realises clearly that it is deficiency of effective demand which 
causes unemployment of factors of production; and that proper 
“ inflation ’’ begins only when full employment is reached, while 
effective demand continues torise. But his analysis is based upon 
the equality of effective demand to the product M V of the quantity 
of money and the velocity of circulation, which factors are thus 
considered to be the determinants of the system, or at least the 
medium through which every change in data makes itself felt. 

A good example of the confusion resulting from the quantity 
theory approach is the author’s solution of the problem of why the 
state of depression does not develop forces pushing the system 
back to fullemployment. This is attributed to stickiness of costs 
and prices (pp. 70-103). If they fell the “ purchasing power of 
money ” would increase, but for various reasons they do not. 
Let us assume, however, that all costs and prices do fall, e.g. by 
50 per cent. It is obvious that in the first moment the effective 
demand falls also by 50 per cent., and consequently its “ real” 
value remains unaltered. This is, of course, not the eventual 
result. 'The demand for cash for transactions declines, the rate of 
interest falls off, and this may encourage investment activity, and 
thus increase effectivedemand. This is, however,a complicated pro- 
cess not at all equivalent to an increase in ‘‘ the purchasing power 
of money ” proportionate to the fall in costs and prices. And its 
result may be slight indeed, for the fall in the long-term rate of 
interest is likely to be small, a fact of which the author—as is 
apparent from his remarks in another part of the book (p. 205)— 
is fully aware. What, then, is the use of elasticity of costs and 
prices ? 

The author’s explanation of the breakdown of prosperity is 
also characteristic. He states that no phenomenon in the sphere 
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of production can cause such a breakdown unless there is in addi- 
tion a shrinkage in the quantity of money (p. 477). Let us take 
the case of a fall in the prospective rate of profit. It is clear, then, 
that investment activity, and thus effective demand, declines. 
Let us suppose that the quantity of money in circulation remains 
constant. Since employment and output fall off, the demand for 
cash for transactions is reduced and the rate of interest may (but 
need not because of growing uncertainty) decrease. This fall in 
the rate of interest, however, is unlikely to be sufficient to restore 
the previous level of investment. 

A great part of the book is devoted to the detailed considera- 
tion of the capital and the money markets. The author takes for 
granted the popular view that the buying of securities by the saver 
automatically creates a demand for new capital equipment. 
Thus the increase in saving, as such, is not considered to have a 
“deflationary ” effect. If, however, savers buy e.g. bills, instead of 
bonds, a corresponding amount of purchasing power is shifted 
from the capital to the money market and meets there a part of 
the demand for credits (pp. 408-10). Thus credits granted by 
monetary authorities fall off and ‘“‘the purchasing power in 
circulation ’’ shrinks pro tanto. As a result the fall in the demand 
for new capital equipment which occurs is not compensated for by 
the increase of effective demand in other parts of the economy. 
This description is, of course, inadequate. The process concerned 
is much more complicated. A shift of a certain amount (whether 
coming from new or old savings) from the capital to the money 
market tends to raise the long-term rate of interest, and thus 
reduce the volume of investment, but in general not just by the 
amount initially shifted. 

As stated at the beginning, the author is well aware of the 
connection between unemployment and effective demand; he 
also fully realises the efficiency of public expenditure, financed by 
borrowing, for fighting depression. The considerations on this 
point offer an opportunity for praising national-socialist economic 
policy. The author does not miss it. 
M. KaLEckI 


Cambridge. 


Aktive Konjunkiurpolitik. By K. Watkrer. (Berlin: Lauten- 
bach. 1936. Pp. 155. Rm. 5.60.) 
THE particular attraction of this book lies in that it tries to 
adapt the trade-cycle theory underlying Silvio Gesell’s Schwund- 
geld theory, recently rehabilitated from the economic underworld, 
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to new developments in monetary technique and economic policy 
—not in monetary theory, for the author is an orthodox disciple, 
and Gesell’s teachings are for him the full truth and nothing 
but the truth. This adaptation is undertaken in a most sympa- 
thetic way: the author forgoes willingly all claims to priority, 
and promises at the start to keep to essentials and to avoid both 
digressions and polemics—a promise which he almost com- 
pletely fulfills. Nevertheless the discussion of the academic 
criticisms of Gesell shows signs of a deep resentment, which can 
be wholly accounted for by the special wissenssoziologischen 
conditions of monetary thought in Germany. 

The trade-cycle view that finally emerges is a combination 
of a “ period of congestion ” theory with the original “ money 
strike ” theory of Gesell. Periodically the yield of capital goods 
falls to a low level, and capitalists find it advantageous to stop 
the increase of capital equipment until the rate of yield is again 
forced up to the level they are determined to exact. This theory 
does not involve the argument that the imagined yield of invest- 
ment falls for psychological reasons below zero. It is therefore 
difficult to see why at a certain moment the capitalists turn 
suddenly class-conscious and consider not their immediate 
advantage in taking 4 per cent. rather than nothing, but their 
long-run advantage as a class. This sudden change in the 
capitalists’ attitude looks too much like a deus ex machina to 
explain the crisis, the more so as in the other parts of the book 
the problem of monopolistic combination and its effects upon 
the economic system is conspicuously ignored and profit is 
considered as “ honest income.” 

With regard to economic policy, the author is clearly dis- 
trustful of a policy of public works and stimulation of invest- 
ment, because to him there is only the one orthodox road to 
salvation, a tax on money. The unorthodox road to internal 
economic expansion is for him a Trojan horse within which 
striking money owners are in sinister hiding, waiting for the night 
to do their work of destruction. He is accordingly anxious about 
the future of the German boom based on large-scale public orders . 
and public debts. In his view this policy has outlived its use- 
fulness as “‘ pump-priming,” and he is in favour of abandoning 
it. While thus critical of economic policy, at one point he 
cannot resist the temptation to threaten the critics of Schwundgeld 
with the big Party stick of the “interest thraldom.” 

This book is distinguished throughout by clarity of language 
and a sincere craving for truth. It does a real service by opposing 
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to the often-exaggerated “‘ symmetrical’ treatment of booms 
and slumps as cumulative processes of the same nature, and to 
the stress on the formal identity of equilibrium at full employ- 
ment and equilibrium with unemployment, the clear notion 
that full employment is the result of a perfectly working process 
of monetary exchange, and unemployment the result of dis- 
turbances in that process. The worst parts of the book are the 
attempts at statistical determination. Here the author slips 
badly, as when he solves the first-year student’s problem, whether 
circulating money is real capital, by going one better and actually 
including the capitalised value of the note circulation in his 


estimate of German real capital. 
H. W. SINGER 


University of Manchester. 


Geldschépfung und Wirtschaftskreislauf. By C. Fount. (Miinchen 
and Leipzig. Duncker und Humblot, 1937. Pp. xi + 408. 
Rm. 12.) 

A FEw words must be said about the pedigree of this book. 
The author himself regards it as a twin brother of the General 
Theory (both were born almost simultaneously). In the foreword 
he even warns the reader that he will find the similarity between 
the twins so extraordinary that ‘they might at first appear 
identical.”” The reviewer must confess, nevertheless, that at no 
moment during the reading of this book was he particularly 
struck by any such similarity. The book is at most a first 
cousin to the General Theory, being a development of the 
“Treatise ’’ analysis cum ‘‘ Means to Prosperity’? cum the 
“Psychological Law ”’ from the General Theory. As for the rest, 
the similarities are largely to be explained by the fact that 
certain ideas in monetary theory have been “in the air,” and 
in the German literature they can, for example, be found in the 
recent writings of, amongst others, Nahmer and Griinig. The 
lack of any real similarity is shown by the fact that this book, 
concerned almost exclusively with the analysis of the effects of 
changes in the amount of money, does not lead up to what may 
be considered as the basic thesis of the General Theory, that the 
marginal efficiency of money is not less dependent on its quantity 
than is that of other capital assets. Thus, as is quite clear from 
his reasoning (on p. 244), the author holds that the monetary 
system is powerless effectively to influence the rate of interest 
in a state of full employment, and later on he declares that State 
borrowing cannot increase total investment. 
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But it is difficult to understand why the author is so concerned 
about the pedigree of a book which can very well stand on its 
own feet. In fact, this book is an outstanding achievement, 
and heralds the development of a promising new species of 
monetary literature in the straight line of development from the 
*“ Treatise.”” There is a static and a dynamic analysis of four 
chapters each. The static analysis deals with savings and invest- 
ment, the stationary economic circulation, capital formation and 
price level as influenced by changes in the amount of money. 
The simplified derivation of the formula Q = J — 8 (without 
recourse to price levels) is a definite advance; there is a casual 
but extremely stimulating hint at a possible conciliation between 
classical theory and unemployment equilibrium (p. 18), and the 
reductio ad absurdum of the quantity equation, and the treatment 
of the ‘“‘ old Cambridge ” cash reserve analysis are particularly 
good things in an unconventional and deep analysis of stationary 
economics. Only where he deals with the relations between 
employment and money wage rates does the author seem some- 
what primitive in view of the refinements with which this theme 
has been paraphrased in recent English literature. 

The dynamic part has chapters on the fundamentals of economic 
development, economic development without creation of money, 
creation of money and economic dynamics, creation of money 
and public works as trade-cycle policy. Here, what the author 
has to say is much more controversial, although he continues to 
break new ground wherever he moves. The strict separation 
between enterprises and “ factors ”’ (and their respective motives), 
which he has preserved from the “ Treatise,” proves most fruitful 
in following the involved paths of new money. Unfortunately 
the author has a disturbing way of jumping from one plane of 
abstraction to another, and while there is a realistic analysis of 
entrepreneurs’ characteristics, he works all the time without 
any reference at all to supply schedules on the assumption that 
the elasticity of output is infinite so long as there is any unemploy- 
ment, and then suddenly becomes zero. A revision on this point 
is much to be desired, but even as it stands this book is a welcome 
fresh breeze from outside in the discussion of monetary problems, 
and no English student of money whose knowledge of German is 
sufficient should miss it. 

H. W. SINGER 


University of Manchester. 
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Banks, Credit, and Money in Soviet Russia. By A. Z. ARNOLD. 
(Columbia University Press, 1937. Pp. xxiii + 559.) 

THE title of this work is perhaps slightly misleading. The 
reader will not find in it a systematic discussion of the present 
financial system of the Soviet Union, but a predominantly 
historical account, going back to the beginnings of Russian bank- 
ing in the eighteenth century. In view of the complete break 
which the October revolution created in the history of the Russian 
credit system, the chapters relating to pre-war developments 
seem a little irrelevant, though the primitive nature of the old 
banking system, controlled largely by foreign capital, provides 
an effective contrast to the all-embracing and self-contained 
accounting machinery which was built up under the Soviet 
economy. Dr. Arnold’s sympathetic description of the de- 
velopment of Soviet money and banking proper shows an ex- 
tensive acquaintance with the official sources and must have 
involved a painstaking study of a vast amount of decrees, 
regulations, reports and newspaper articles. His bibliography 
(mostly of Russian literature) covers twenty pages. From this 
mass of basic material the story of the evolution of Soviet tinance 
emerges in a lucid and orderly fashion. The sober narrative 
is but rarely interrupted by such exciting passages as the follow- 
ing, which occurs in a description of the post-war inflation on 
page 116: “ The torrent of inflation, swollen high by the avalanche 
of its ever mounting volume and whipped into terrific fury by 
the swiftness of its flow, may in its wrath sweep away not only 
whatever sluice-gates of control there are but the keepers of 
those gates as well.” At the price of rendering the exposition 
in places somewhat long-winded and repetitive, the author 
frequently reproduces the background of contemporary dis- 
cussion relating to the various measures he describes, and it is 
interesting to observe how lively such discussion has been at 
times, particularly in the earlier stages of Soviet history. 

The main weakness of the book springs from the fact that 
the description of Soviet currency and banking arrangements 
is presented without adequate analysis of their place and function 
in the peculiar system of Soviet pricing and planning as a whole. 
A book on “ Banks, Credit and Money ” relating to a capitalist 
country is, of course, quite en régle, but in the case of Soviet 
Russia this delimitation of the subject seems arbitrary and un- 
natural. For example, Dr. Arnold devotes two of his longest 
and least interesting chapters to the so-called “ special banks.” 


He is aware that these are “‘ mere appendages to the budget,” 
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as is mentioned on page 451. But, then, why give such a dis- 
proportionate amount of space to these “‘ appendages,” instead 
of surveying the whole financial system—and especially the 
budgetary system—by which the State regulates the distribution 
of resources between capital formation and consumable output ? 
With the notions of capitalist finance in his mind, the author, 
it would seem, has allowed himself to be misled by the mere 
word “ bank,” which in Russia—in the case of the “ special 
banks ’’—happens to be applied to a subordinate group of Govern- 
ment departments charged with the administration of budgetary 
grants for long-term investment. 

In describing the various methods adopted under the banking 
reforms of 1930 and 1931 in order to make the State Bank a 
clearing centre for the whole economy, the author refers to the 
desire of the authoxities to “ economise cash,” to “ strengthen 
the position of the rouble” and to “stem the rising tide of 
currency ”’ (page 419). These were, indeed, the motives officially 
given for the development of clearing methods. But clearly 
they do not prevent inflation of the total volume of money; 
what is saved on cash is balanced by an increase in bank money. 
The real significance of the drive from cash to clearing is mentioned 
only implicitly and in passing on page 423: ‘“ Any device which 
makes possible the settlement of accounts without recording 
at the bank serves to weaken control.” On the other hand, 
no mention is made of an important factor which partly accounts 
for the enormous increase in the note circulation which took place 
in spite of all cash-saving devices: the Soviet régime, especially 
under the first Five-Year Plan, brought about a rapid penetration 
of money into the large areas of moneyless “ natural economy ” 
which had survived particularly in rural districts. Not only was 
the quantity of money increased but also the sphere of money 
transactions was to some extent enlarged. 

In questions of factual detail Dr. Arnold’s exhaustive study 
still leaves some mysteries unsolved. The State Bank, under 
its 1929 statutes (as stated on page 342), is still apparently 
divided into an Issue Department and a Banking Department, 
as was the State Bank of Imperial Russia, which in turn was 
constructed on the English model (as stated on page 11). No 
explanation is given of the way in which this system works or 
of the purpose which it serves. Again, one can find in Dr. 
Arnold’s work no explanation of the fact that the Treasury note 
issue, which is legally quite separate from the Bank’s own note 
circulation, is nevertheless included on the liabilities side of the 
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Bank’s balance-sheets.1 (Incidentally, the balance-sheets show 
no trace of the division between an Issue Department and a 
Banking Department.) But these, no doubt, are merely questions 
of accounting procedure, devoid of practical significance. 
R. NURKSE 
Geneva. 


The Monetary Experience of Belgium, 1914-1936. By H. L. 
SHEPHERD. (Princeton University Press; London: Oxford 
University Press. 1936. Pp. xvi-+ 271. 13s. 6d.) 


ENnGLIsH and American economists have paid but scant 
attention to the post-war monetary history of Belgium. It is 
true that the scarcity and inadequacy of the available statistics 
did not favour any far-reaching inquiry on the subject. Moreover, 
Belgian economists themselves still owe to the world some con- 
tribution to modern monetary theory derived from their own 
experience. Thus the study to which Mr. Shepherd has devoted 
his time and thought has, till recently, remained somewhat 
neglected by foreign students. His book goes some way toward 
filling this gap, but he still leaves some interesting problems for 
others to explore and examine. 

His book covers the twenty-two years beginning with the 
suspension of the gold standard on August 2, 1914, and ending 
with the second post-war devaluation, legally and definitively 
enacted on April 1, 1936. The first chapters are devoted to a 
description and analysis of the inflation period. The inflation 
is first traced back to its origins in the events of the occupation 
by the German forces and in the decisions taken by the Belgian 
Government after the Armistice. In this connection the manner 
and means of retiring the large volume of marks, circulating in 
Belgium as a heritage of the occupation, are examined; and 
the effect of the policy of rehabilitation at Government expense 
is considered in the light of its inflationary implications. 

Part II contains a survey of the course of Belgian inflation 
and an analysis of the interaction between the changes in the 
supply and velocity of circulating media ard the movements of 
exchange rates and prices. An explanation is offered of the 
remarkable concordance of the Belgian and French exchange 
movements during the period 1919-26. The two following Parts 
are devoted to the efforts made to stabilise the Belgian franc. 
The Albert Janssen plan is analysed in Part III in its setting of 


1 These have been reproduced for a series of years in a League of Nations 
publication, Money and Banking, 1936/37, Vol. II (Commercial Banks). 
G2 
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opposed forces. An attempt is made to analyse the reasons for 
the collapse of the franc during the summer of 1926. Part IV 
comprises a detailed account and examination of the measures 
taken under the leadership of Emile Francqui in order to achieve 
the objective of stabilisation. 

The last Part contains a sketch of economic and financial 
developments in Belgium from the monetary reforms of 1926 to 
the breakdown of the gold parity in March 1935. With this 
background, the final section of the book is devoted to the work of 
the Van Zeeland Government. The circumstances surrounding 
the decision to devalue the Belgian currency unit, the considera- 
tions influencing the degree of devaluation, the nature and aims 
of the recovery programme and the aftermath of devaluation 
in the year following that action are all briefly discussed. 

It will be seen from this summary that Mr. Shepherd’s con- 
tribution to the monetary history of Belgium is more than a purely 
descriptive account of the events which brought the Belgian franc 
to one-tenth of its pre-war gold parity. This probably explains 
the unequal and somewhat arbitrary importance given to the 
different sections of the study. The process of inflation which 
came to an end in 1926 is analysed throughout some two hundred 
pages, and only thirty pages are left to cover the depression 
years 1930-35, the process of deflation, its failure, and the 
recovery policy of the Van Zeeland Government. Granted the 
right to stress any point which one regards as being of special 
interest, and particularly the right to address “‘ another note of 
warning to those who are heedless of the consequences of long 
continued governmental deficit financing ’’ (cf. Professor Kem- 
merer’s foreword), one can but regret that this preoccupation has 
prevented the author from appreciating the vital importance of 
the last years’ experience and, consequently, from seeing the 
sequence of events in their real perspective. Other notes of 
warning should have been added, and, prominently amongst them, 
a word of advice to those who still dream of deflation as possessing 
peculiar merits for the promotion of social welfare. This would 
have required more lengthy but not, I think, less interesting treat- 
ment than that which the author has reserved to the analysis of 
the final period. In too brief an attempt to bring his study up to 
date, and in order to cover the final phase of the monetary history 
of Belgium, Mr. Shepherd has unfortunately given the reader a 
somewhat distorted picture of a significant and varied experience. 

Taken simply for what it was initially probably intended to 
be—a piece of monetary history ending with the years 1930-31— 
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Mr. Shepherd’s book is most effective. The sequence of events 
and problems which Belgium faced during and after the war is 
presented in an illuminating and suggestive way. Many of the 
questions raised by the author are, of course, controversial and 
will remain so. Was there any escape from monetary disorders 
for Belgium immediately after the War? Could one conceive 
a policy which would have avoided the necessity of recognizing the 
inflation of the occupation period without penalising the bona fide 
holders of German marks? Was there any possibility of re- 
habilitating the country without recourse to inflation? Did the 
Janssen plan fail for technical or psychological reasons? How 
to account for the success of the second attempt under the 
leadership of M. Francqui? Was it a masterpiece in financial 
strategy? Mr. Shepherd answers the latter question in the 
negative, and judges M. Francqui’s policy severely. ‘‘ The terms 
of the loan (the international loan secured abroad to refurnish the 
National bank with gold and foreign exchange) were nothing if not 
onerous; and it is open to question that a loan of such size was 
indeed necessary. . . . The rate of stabilisation apparently was 
adapted months before it was announced, and on grounds that 
have never been adequately explained. The choice of an arti- 
ficially low rate certainly heightened the prospects of successful 
stabilisation, but the fillip it gave to the exporting industries 
rendered unnecessary certain adjustments in the Belgian economy 
that might better have been made after nearly eight years of 
alternating depression and false prosperity. . . . The stabilisation 
was executed without daring and with little regard for the cost 
involved. . . . For a man of finance so astute as Francqui is 
credited with being, he seems to have struck a poor bargain on the 
international currency loan. Finally, his judgment may be 
questioned—and certainly his frankness—in the choice of the 
rate of stabilisation. The real justification of his course lies in 
the fact that he could afford to take no chance whatever.” 
Future historians will not disagree with this point of view; 
they will certainly contrast the boldness of conception of M. Van 
Zeeland’s financial programme and reforms with M. Francqui’s 
rather unoriginal and extremely cautious policy. This point 
should have been made evident in Mr. Shepherd’s study. Besides 
making an interesting closing chapter, it would have happily 
prepared M. Van Zeeland’s visit to Princeton University. 
FRANCOIS CRACCO 


Ecole des Sciences Politiques et Sociales, 
Université de Louvain. 
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World Finance, 1935-37. By P. Eryzic. (London: Kegan Paul, 
Trench, Trubner, 1937. Pp. xvi + 342. 12s. 6d.) 

Tuts volume is a sequel to the author’s World Finance since 
1914, and deals with the monetary difficulties experienced by 
countries of the gold bloc and the circumstances which culminated 
in the devaluation of the currencies of these countries. But it is 
more than a description of economic situations. The economic 
and financial problems are interwoven with political issues, and the 
author elaborates at considerable length both the political back- 
ground and the political repercussions of the monetary policies 
which were adopted. Thus the rise of Hitlerism is attributed in 
large measure to the loss of political prestige experienced by 
France, consequent upon the latter’s stubborn resistance to the 
need for devaluating the franc. Subsequent sections of the 
volume deal with the progress of reflation in the United States, 
Great Britain, Germany, and Italy, the failure of sanctions, the 
tripartite agreement of September 1936, the finance of 
rearmament, and the author’s estimate of future prospects. As 
regards the latter, the broad conclusion is that so long as the 
rearmament race is continued no useful attempt at currency 
stabilisation can be contemplated. 

Dr. Einzig holds the reader’s attention throughout his 
narrative, and several situations are described in terms which are 
more than usually graphic. It is perhaps inevitable that in these 
circumstances the volume should be somewhat uneven in quality. 
The account of the break-up of the gold bloc is both concise and 
effective. Starting with the devaluation of the belga—“ the 
weakest link in the chain ’—he shows the repercussions of that 
decision on the Dutch economy, then on the Swiss franc, and the 
French franc. In March 1936 the dilemma of the French Govern- 
ment was acute, and the German decision to remilitarise the 
Rhineland took full advantage of that dilemma. The cost of a 
French mobilisation was too great a burden for the French Govern- 
ment with the State finances in their existing condition. “‘ Rather 
than devalue, M. Sarraut decided to leave Hitler in undisturbed 
possession of the Rhineland. These are facts, obtained from very 
well-informed quarters, whose authenticity I have no reason to 
doubt ” (p. 156). The later sections of the volume suggest more 
hurried writing. It is doubtful whether much is to be gained by a 
recital of the monetary opinions of individuals who range from Mr. 
Montagu Norman, Sir Otto Niemeyer, and the better-known 
representatives of the London School of Economics, to Mr. D. M. 
Mason, Sir Ernest Benn and Father Coughlin. Of greater 
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interest is the author’s contention that the tri-partite agreement 
was “a great misfortune, from a political as well as an economic 
point of view” (p. 227). But the author appears to believe that 
further devaluations may be inevitable. In this case it might 
have been worth while to explore the case for free exchanges, 
giving due recognition to the kind of problem which even partial 
schemes of stabilisation endeavour to avoid. 
D. T. Jack 
King’s College, 
Newcastle-upon-T yne. 


Political Economy and Capitalism. By M. Doss. (Routledge. 
1937. Pp. viii + 360. 10s. 6d.) 

THIs volume comprises eight inter-related essays, four of them 
concerned primarily with the historical development of value 
theory, while the remainder deal with various aspects of the 
conflict between Capitalism and Socialism. Mr. Dobb writes 
as a Marxist—but, unlike most Marxists, he follows his master 
in attaching importance to an accurate understanding of bourgeois 
economic thought. His book is genuinely illuminating, both as 
to the doctrines of the classical economists and Marx and also as 
to problems now at issue. If in what follows I concentrate on 
what I feel to be weaknesses, that is not because I fail to appreciate 
its many excellences : I can in any case mention only a few of the 
score or more of matters which I should have liked to take up 
with him. 

Mr. Dobb adopts too uncritically not only the Marxian 
approach to economics, but also the actual categories of Marx’s 
thinking. He on the whole accepts both of the alleged two 
theories of value in Capital, arguing that the labour theory 
of Volume I is a first approximation, which is refined upon, 
but not contradicted in, Volume III.1 Now, I do not myself 
doubt that the two theories are in fact consistent with one 
another—but only because the labour theory is, in my view, not 
a theory of value in the accepted economic sense of that term. 
It deals with a problem which, however important for economic 
and political theory, is not that of what determines existing 
exchange ratios. It cannot therefore be regarded as an alternative 
to “subjective ’ theories of value. Mr. Dobb rejects the latter 
on the ground that they obscure the essential issue of class ex- 
ploitation, thereby giving the present economic system an 
appearance of rationality which it does not in fact possess.” 

1 P, 73. 2 Pp. 25 ff., 170 ff., ete. 
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But, first, the essential development in value theory during the 
last forty years has been, precisely, the extrusion of all claims 
to show that the pricing process necessarily yields rational or 
optimal results. If some of its exponents still seem to deduce 
laissez-faire as a corollary to it, that is their mistake. Secondly, 
it does not in the least follow from the “ neutrality ” of the 
theory as between Capitalism and Socialism that value analysis 
is of no practical significance. For there are still many problems 
(e.g. in connection with international trade, public finance, etc.) 
for the solution of which a neutral understanding of the pricing 
processisessential. And since these problems do not raise questions 
of class conflicts, exploitation and the like, it is an advantage 
rather than the reverse that the analytical equipment applied 
to them pushes such questions into the background. The truth 
is, surely, that value theory has in recent decades become more 
and more specialised, narrowing its field of reference, but in- 
creasing its potency within that field. Such a development 
would only be regrettable if it were supposed (as Mr. Dobb at 
one point implies +) that value theory and economic theory are 
synonymous terms. 

The influence of Marx on Mr. Dobb also shows itself in his 
handling of the contrast between Capitalism and Socialism. 
He tends to treat as belonging to the essence of Capitalism 
phenomena which most people would hold to be merely 
“accidental ” to them. Thus he maintains that under capitalist 
conditions entrepreneurial decisions are taken “ blindly,” each 
individual being wholly ignorant of the actions and plans of his 
competitors, customers, etc.2 _Now, even if this were true—and 
it is certainly an exaggeration—it would not be an inevitable 
feature of capitalist economics; on the contrary, it is perfectly 
conceivable that by the development and extension of “‘ open-price 
systems,” etc., the ignorance of one another’s plans under which 
entrepreneurs at present tend to labour might be largely overcome, 
without in any way destroying the fundamental institutions of 
free enterprise and private property in which capitalism consists. 
Again Mr. Dobb is prepared to reject proposals for public works 
and manipulations of bank credit as a means of counteracting 
the trade cycle, simply on the ground that such measures would 
be contradictory to the principles of pure capitalism.’ This is 
dialectic, not economics. That governmental intervention of 
the type here in question will involve a modification of the economic 
system need not be disputed; but if it can succeed in eliminating 


1 Pp. 322 ff. 2 Pp. 274 ff. ® Pp. 109 f. 
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industrial fluctuations—and Mr. Dobb does not offer any proof 
that it cannot—then it is presumably desirable, whether or not 
it involves departing from ‘“ pure ” Capitalism. 

Mr. Dobb has, in fact, prevented himself from doing full 
justice to his theme by reason of the rigidity of the concepts 
from which he starts. On some phases of capitalist economics 
he is excellent (the essay on Imperialism is particularly stimulating 
and penetrating); but he would have been even better if he had 
asked himself how Capitalism might be improved before he went 
on to compare it (to its disadvantage) with non-capitalist economic 
systems. 


Marischal College, 
Aberdeen. 


L. M. FRASER 


Economic Thought and Language: A Critique of some Fundamental 
Economic Concepts. By L. M. Fraser. (London: Black. 
1937. Pp. xx + 41l. 12s. 6d.) 

PROFESSOR FRASER’S object in this book is to discuss critically 
the main terms used by economists—‘“ value,”’ “ utility,’’ “‘ cost,” 
“commodity,” “money,” “factor of production,” “capital,” 
“enterprise,” among others—in order to eliminate ambiguities 
and consequently to clarify economic thought. He recognises 
that the meanings of the words used in any science change as the 
science develops, and he has no wish to stereotype a technical 
vocabulary. But he thinks that economic writers have frequently 
not been sufficiently careful in distinguishing different senses of 
the words they use; and his book aims at making and discussing 
all relevant distinctions. In this aim he has been, I think, very 
successful; moreover he has written an eminently readable book 
on what might appear an unpromising subject. Professor Fraser 
repeatedly disclaims any intention of contributing much to the 
structure of economic science, although in certain places his 
examination of economic terminology leads him to take sides on 
disputed economic questions. For example, he plumps firmly for 
a “preference ” theory of value as opposed to a “ subjective ” 
one; and he disapproves pretty definitely of regarding “ enter- 
prise ’ as a separate factor of production. But in the main his 
work is (as he says) a study in logic; and it is for that reason, I 
suppose, that the book has been sent for review to a professional 
logician, whose comments will of necessity be more philosophic 


than economic. 
Professor Fraser opens his book by introducing some general 
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distinctions between the uses of words which are of particular 
relevance to economic language: I shall only be able to 
comment on the most important of these—the distinction 
between the “substantial” and the “functional ”’ reference of 
terms. For example, “entrepreneur” as used of a person 
occupying an entrepreneurial position must be distinguished from 
“entrepreneur ” as used of a person in so far as he exercises 
entrepreneurial functions. The former is the “ substantial ’’ use 
of the word : the latter (the more important in economics) the 
“functional” use. But the way in which Professor Fraser intro- 
duces this distinction is unsatisfactory. For he involves it in the 
quite different distinction between “ positive ’’ and “ normative ” 
judgments. “To say that something (or someone) fails to fulfil 
its function is evidently a value judgment; it asserts that a thing 
is other than it ought to be” (p. 18). This is surely wrong: 
Professor Fraser has been led into error by his choice of the 
example of a teacher. A teacher who fails to fulfil the function 
of teaching is bad, not merely because he teaches badly, but 
because teaching badly is itself a bad thing. Would Professor 
Fraser say that an inefficient racketeer ought to fulfil the 
function of racketeering better? Surely a racketeer ought not 
to racketeer at all: he would then, of course, cease to be a 
racketeer, but so much the better. Efficiency in performing a 
function is in itself neither good nor bad : the goodness or badness 
depends upon what the function is. Thus the functional use of 
terms has nothing whatever to do with value judgments. 

It is the functional and not the substantial use of terms like 
entrepreneur, landlord, economic man, that is of most importance 
ineconomics. But Professor Fraser wishes to keep the substantial 
use as well. For example, he says that “we can attach a 
practically useful significance to the consumer-producer relation- 
ship .. . if we first ‘ functionalise ’ it into a distinction between 
two aspects of the same individuals, and then ‘ substantialise ’ 
it again by dividing the individuals into two. groups according as 
the one aspect or the other is dominant ”’ (p. 192). Surely for 
pure economics the “ substantialisation’’ is an unnecessary 
complication. Such an economic law as “a rise in the prices of 
consumption goods will tend to benefit producers and hurt con- 
sumers ” (p. 191) states that any person will be benefited by a rise 
in prices in his capacity as producer, and harmed in his capacity 
as consumer. A “substantial” classification of persons into 
mutually exclusive classes according to the economic function 
which plays the largest part in their lives, may be of paramount 
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importance in economic sociology or in economic politics, but it is 
surely irrelevant to economics as a pure science. 

Moreover, if Professor Fraser wishes to use terms “ sub- 
stantially,” there is another distinction which he should make— 
namely, that between the use of the term for the person only at 
the moment when he is performing the function, and its use for a 
person who, under suitable circumstances, will perform the func- 
tion. ‘‘ Archdeacon” (p. 377) is usually understood in this 
second, “‘ potential” or “ dispositional,” sense : an archdeacon is 
a person who has a disposition to exercise archidiaconal func- 
tions—that is, who will exercise such functions under suitable 
circumstances (e.g. when there are such duties to be done, and if he 
is conscientious, and neither ill nor on a holiday). I expect that 
this is what Professor Fraser has in mind when he says that an 
archdeacon is “‘ a person who occupies an archidiaconal position,” 
but this phrase needs elucidation. In some places (e.g. 
“* Unemployed’ resources are important as being potentially 
productive,”’ p. 200) the use of a term is explicitly dispositional, 
but in other places a more explicit use of the distinction would 
have been of assistance. Professor Fraser’s contention that 
enterprise should not be regarded as an independent factor of 
production might have been clarified by contrasting the position 
of a wage-earner who invests his savings, who is dispositionally 
both labourer and capitalist, but who exercises these different 
functions at different times, with that of an entrepreneur who (as 
profit-receiver) is both labourer and capitalist while exercising the 
same function at the same time. 

A reading of this able and interesting book has left one 
“sceptical philosopher ” with a feeling of discomfort. Professor 
Fraser has written on the philosophy of economics in the same 
way as that in which philosophers have written on the philosophy 
of physics or the philosophy of psychology. And in all these cases 
a very delicate point arises. Ought the philosophy of a science to 
be treated before or after the science has been developed? Ought 
the “ interpretation ”’ (to use Professor Fraser’s word) to precede 
or to succeed the theory? In the historical development of 
other sciences logical discussion of the use of terms has been of 
little value until the scientists have themselves decided which are 
the most convenient terms to use in the established laws of the 
science. Indeed, psychology as a science made little advance 
until it had freed itself from the care of the philosophers. It 
may well be the case that in economics a too careful attention to 
words may restrict economists in making fruitful generalisations. 
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Professor Fraser, on the whole, thinks otherwise. Of the theory of 
money he asks rhetorically, ‘‘ Does everybody realise the problems 
of interpretation which must be solved before even a beginning on 
that theory can be made?” (p. 371). I am tempted to answer, 
“Without a theory of money, of what use is an ‘ interpretation ’ 
ef ‘money’?” And I am strengthened in my scepticism by 
Professor Fraser’s own practice. On the notions of value, 
utility, cost, which have their place in the agreed corpus of 
economic science, his comments are detailed, profound and 
illuminating. But to saving and investment he devotes only 
three pages, ending with the remark : “ We need not discuss these 
‘ special ’ meanings of savings and investment [i.e. those given by 
contemporary writers] here; for an examination of them is of the 
stuff of economic analysis itself and has no place in a preliminary 
work like the present ” (p. 342). Exactly so: the philosopher 
cannot discuss the terms of a theory without assuming the develop- 
ment of. the theory itself. But economists, like psychologists 
fifty years ago and physicists three hundred years ago, must be 
prepared to rush in where philosophers fear to tread. 
R. B. BRAITHWAITE 
King’s College, 
Cambridge. 


Production, Pricing, and Unemployment in the Static State. By 
W. L. Vax. (Netherlands Economic Institute. 1937. 
Pp. xii + 136. Fl. 2.) 

ENGLISH economists, and students of the theory of wages in 
particular, will need no introduction to Dr. Valk. His latest 
book will take nothing from his reputation for close and careful 
reasoning. It purports to ve “ the first part of a study of business- 
cycle therapy,” and it is therefore perhaps a work which should 
not be judged until the full structure of which it is a part has 
appeared. As it stands, it is an attempt to construct, for a 
static state and for a state of “adiabatic change” (simple 
“ moving equilibrium ”’), a system which is more realistic in its 
assumptions about the nature of the productive process than 
static theory has been in the past, a system which will lend itself 
to the interpretation of real dynamic phenomenon. The book 
might almost be described as an exercise in the verbalisation of 
simultaneous equations ; it is a courageous attempt to put content 
into the formal equations of static equilibrium. 

Perhaps the most important part of the book is the discussion 
of static equilibrium under the assumption of fixed or partially 
fixed coefficients of production: that is, in the case where the 
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proportion of factors employed in each process is fixed by tech- 
nological conditions. Dr. Valk shows that under these conditions 
technological unemployment may arise even in the static state, 
for there may be no solution of the equations of equilibrium which 
is consistent with the full employment of all factors. Unemploy- 
ment is thus shown to be not merely a “ short period ” pheno- 
menon, but a phenomenon which is bound up with the most 
fundamental determinants of economic magnitudes. Indeed, 
Dr. Valk’s horizon is clouded with a “‘ Day of Judgment ” not 
dissimilar from that of Mr. Keynes, in which capital will be so 
plentiful that full employment would not even be attained with 
zero wages! This might be so where production coefficients 
are rigid, and where advanced methods of production use little 
labour in relation to their equipment. In such a case full em- 
ployment might only be obtained by forcing wages down to the 
point at which it became profitable to go back to less advanced 
and more labour-using techniques. Under such circumstances it 
is clear that full employment would be most undesirable, and 
that it would be much better to keep a part of the working class 
on a liberal “ dole.” 

Perhaps, however, the “ Day of Judgment ”’ is not so serious 
as it seems. Dr. Valk rather deliberately neglects the problem 
of the supply of labour per man and the problem of hours of work. 
It would seem, indeed, that his argument gives powerful support 
to those who hold that only by reducing the hours of labour can 
full employment of men be secured. However, the definition of 
what we mean by “ full employment ”’ is a ticklish one, and it is a 
nice point whether a man who is not allowed to work as long as 
he likes is ‘‘ unemployed.” 

The book would perhaps be easier to read if it were illustrated 
by a few diagrams and if some of the more condensed passages 
were expanded. It is, however, clearly the result of careful and 
intent thinking, and many valuable hints and suggestions on 


business cycle theory augur well for its sequel. 
K. E. BouLpine 


Colgate University, 
Hamilton, N.Y., U.S.A. 


Theorie tiber Unternehmertitigkeit und Unternehmergewinn. Ein 
Beitrag zum Studium der dynamischen Wirtschaft. By F. 
Varna. (Prague: Biicherei der Sammlung rechts- und 
staatswissenshaftlicher Schriften. 1936. Pp. 81. 20 kc.) 


In this book, which is the German translation of the original 
work in the Czech language—Theorie Podnikani A Zisku—the 
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writer has taken up one of the most obscure problems of 
economic theory—profits. After a brief discussion of profits in 
the Stationary State, in which he takes the view that “ pure 
profit,” in the sense of entrepreneurial income in excess of 
earnings of management in the narrow meaning of the term, 
could not exist, he passes to a critical examination of the labour 
theory of the Classical School, the risk theory of Professor 
Knight and the “innovation ” theory of Professor Schumpeter. 
None of these, he considers, can be regarded as wholly 
satisfactory. 

More illuminating, because more closely adapted to the real 
nature of the problem, is Marshall’s doctrine of the representative 
firm, which Dr. Valina defends effectively against the attacks of 
Professor Robbins and others. He is clearly right in holding 
that since profits, as defined by him, are essentially a phenomenon 
which can only arise under conditions of dynamic change, it is 
useless to apply the ordinary technique of static analysis to the 
problem of profits. He realises fully, and with remarkable 
penetration, that Marshall’s concept of the representative firm 
was an attempt to apply a modified form of static analysis—in 
his sense of the term “static” and not in the sense usually 
employed by the protagonists of the general theory of 
equilibrium—to problems of value in the real world of change 
and uncertainty. The size and economies enjoyed by the 
representative firm are in part a function of time, and this is 
the third dimension which could not otherwise be brought into 
the plane surface of the Marshallian long-period supply curve. 
Marshall regarded it essentially as a tool of thought, and an 
imperfect one at that, but, as Dr. Valina observes, the concept of 
the representative firm, with its underlying emphasis on the 
continuity of the economic process in the face of growth and 
change, was a constructive attempt to extend the scope of 
economic analysis beyond the narrow and artificial limits of the 
static hypothesis. It may be noted that Dr. Valina shows 
throughout an unusual grasp and understanding of the Marshallian 
system of thought. 

In the last section of his book Dr. Valina develops the idea 
of profits as the income which accrues as a result of the correct 
anticipation of changes which cannot be foreseen accurately, 
since they depend on organic and structural modifications which 
take place in the future. What determines the size of this 
income, and more particularly its relation to the value of the 
product, are questions to which he deliberately does not attempt 





1938] JAY: THE SOCIALIST CASE 95 


to give an answer, other than in the negative sense that profits 
are not susceptible of explanation along the lines of marginal 
productivity analysis. Their solution must wait for the develop- 
ment of a new theory of economic dynamics. It may be 
questioned, indeed, whether such a theory can proceed very far 
without the aid of extensive statistical and inductive evidence. 
The importance of Dr. Valina’s work lies, not so much in any 
direct contribution to a new theory of profits as such, as in his 
analysis of the precise nature of the entrepreneur’s activity and 
in the indication which his book affords of the direction in which 
further progress may lie. As such it is a valuable and 
stimulating study and deserves careful consideration by those 
who are concerned with this problem. 
C. W. GuILLEBAUD 
St. John’s College, 
Cambridge. 


The Socialist Case. By Doveitas Jay. (Faber and Faber. 
1937. 12s. 6d.) 

Tuts is one of the—now not inconsiderable—number of books 
which result from the marriage of economic theory with socialist 
conviction. In this case the offspring deserves widespread and 
careful attention from layman and professional alike. 

Mr. Jay bases his socialism upon quite simple fundamentals. 
He wants to make the poor richer and the rich poorer, on the 
ground that this would be for the good of both. He is aware that 
it is impossible to produce any philosophically satisfying reason to 
prove the correctness of this attitude, and quotes at length the 
well-known passage in The Nature and Significance in which 
Professor Robbins has argued that it is impossible to compare the 
satisfaction which A derives from an income of £1000 with that 
enjoyed by B from one of twice that magnitude. Mr. Jay’s 
answer is, in short, that this is all very well; but that it leads toa 
rather odd definition of the scope of economics. For if there is no 
way whatever of comparing the desires, or satisfactions, of different 
individuals, it follows that we must be for ever precluded from 
talking about such things as economic progress or retrogression. 
And, as between two communities, otherwise identical, in one of 
which two persons lived in Sybaritic luxury while ninety-eight 
subsisted on a diet of bread and margarine, whereas in the other 
these conditions were reversed—as between these alternatives 
there can, of course, be no way of saying which is the better off. 
This is, indeed, no new discovery ; nor does one have to look very 
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far to find economists who are prepared to argue that such con- 
cepts as total national income or wealth have no meaning, and 
cannot therefore, obviously, suffer increase or decrease. 

There does not appear to be anything wrong with this logic. 
The only point at issue is whether it reduces the economist to a 
mere logic-chopper. Mr. Jay thinks that it does. His own view 
is that while the desires of different individuals are comparable, 
they cannot be compared in terms of precise magnitude. Every 
price mechanism which rests upon individual demand schedules 
attempts to make such a comparison of magnitude; and this, to 
Mr. Jay, is where they all go wrong. To use his own illuminating 
example, one poem can unquestionably be more beautiful than 
another; but there is no sense in saying that it is twice or five 
times or any other exact degree more beautiful. Apply this to 
the problem of comparing poor A’s desire for bread with rich B’s 
desire for champagne, and you have the philosophy which makes 
Mr. Jay an empirical, equalitarian socialist. 

Having thus established his fundamental philosophical 
position, the author proceeds to quote statistical evidence of the 
contrasts of wealth and poverty in contemporary England, and 
follows this up with a simple, and substantially orthodox, analysis 
of the workings of our economic system, in which the part played 
by worker, capitalist and entrepreneur are all neatly docketed, 
and we learn what each is paid for, and why. From this we pass 
to the second of the three parts into which the book is divided, 
which is entirely devoted to problems of currency and credit. 

The treatment of these matters is open to the objections first, 
that it is disproportionately long, and, second, that it will be 
much too difficult for readers who would not find the general 
analysis of the preceding section superfluous—though Mr. Jay’s 
abilities as a simplifier must not be under-estimated. We are 
taken into a detailed discussion of Hayek—Keynes—Durbin con- 
troversies ; and one is left with the feeling that Mr. Jay might have 
written a better book if he had not known as much as he un- 
doubtedly does about all this! The ostensible ground for the 
discussion is that it is necessary to determine what kind of 
currency policy a socialist society must adopt, if it is to avoid the 
miseries of the trade cycle. A number of the arguments used 
would, however, probably have much less relevance to a com- 
munity in which saving and investment were, for the most part, 
communally regulated, than to one in which these matters are left 
more to individual caprice. 

The final part is devoted to policy. Whether one agrees with 
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Mr. Jay’s proposals or no, there can be no doubt that he has made 
an excellent job of their presentation. While following fairly 
closely the programme of the Labour Party, Mr. Jay is dis- 
tinguished by his bold emphasis upon redistributive taxation 
(especially upon inheritances), and by his indifference to nationalis- 
ing for the mere sake of nationalising. 

There are one or two small errors in the book. On p. 199 some 
millions appear to have lost some of their noughts; and the 
reference to inheritance-law in the U.S.S.R. on p. 276 does not 
seem to square up with the fact that the Soviet Government has 
published a scale of inheritance taxes. 

It is pleasant to add that the book is exceedingly well written, 
often witty and most enjoyable where it is most original. 

BarBaRA WoorTon 


Explorations in Economics. Notes and Essays contributed in 
Honour of F. W. Taussig. (London: McGraw-Hill. 1936. 
Pp. vili + 539. 30s.) 

On the occasion of the seventy-seventh birthday of Professor 

Taussig, his students and colleagues published this volume in 

his honour. The general reader who now receives it will value 


the workman-like qualities of the forty-eight essays it contains, 
and will esteen it a worthy tribute to a great teacher. 

It is divided into three parts, which correspond with the 
three principal fields of Professor Taussig’s labours, and each is 
prefaced by an essay descriptive of his contribution in it. His 
work on international trade is described by Dr. Viner, who 
shows how it has clarified and developed the classical tradition, 
and wedded abstract theory to the study of historical develop- 
ment. Dr. Schumpeter considers Wages and Capital in its 
relation with the development of economic theory before and 
since. That book, he suggests, was published at a time when 
the interests of economists were beginning to be devoted 
principally to the development of the marginal analysis, so that 
its contribution lay for some time undeveloped by other hands; 
but with the revival of interest in the structure of capital, its 
service in disentangling the substance from the confusion in the 
notion of the Wages Fund has come into its own. The third 
part, entitled “The Social Setting of Economic Activity,” is 
introduced by Dr. Talcott Parsons, in an essay “on certain 
sociological elements in Professor Taussig’s thought.” Dr. 
Parsons likens Taussig to John Stuart Mill, as one who upheld 
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the rigour of analysis without losing sight of the social factors 
that lie beyond its ambit, and respected doctrinal tradition 
without falling into dogmatism or complacency in issues of 
public policy; he goes on to contend that the recognition of 
“non-economic factors” as disturbing elements in trains of 
economic reasoning is not enough, and that the time is now 
ripe for a union of economic studies with other branches of 
sociology, a union in which, for example, the treatment of 
motivation shall no longer be confined to the dichotomy of 
egoism and altruism. In all these papers there appears an 
appreciation of the spirit as well as of the substance of Professor 
Taussig’s work, which Dr. Viner has expressed in the concluding 
sentence of his essay. “If it is possible at all,” he says, “. . . to 
anticipate what later generations will regard as valuable, it can 
be forecast with confidence that Taussig’s constant maintenance 
of contact with reality in his choice of problems for investi- 
gation, in his conduct of the investigation, and in his uniform 
practice of testing his conclusions by tomparison with present 
and past experience, his sober and objective weighing of the 
relative importance of the variables operating in connection 
with any problem, his keen awareness that circumstances alter 
cases, and his readiness to acknowledge that there are problems 
awaiting more satisfactory solution and phenomena remaining 
for future investigators to explore, all these conspicuous 
characteristics of Taussig’s work will always be regarded as the 
marks of a great scholar and a wise man.” 

The book is prefaced by a portrait, and ends with a 
bibliography of Professor Taussig’s writings. 

If I have given most of my space to what has been written 
on Professor Taussig’s contribution, it is not because the other 
essays are to be valued only in their setting: on the contrary, 
they are remarkable for the argument and information com- 
pressed within the ten pages by which each is bounded, and 
there can be few of us who will not find among them some real 
contribution to his own branch of study. This evidence of 
vigorous work in progress forms the highest tribute to the 
teacher for whore it has been brought together: fortes creantur 


fortibus et bonis. 
E. H. Poetrs Brown 


New College, 
Oxford. 




















1938] WATSON: THE GROUNDWORK OF ECONOMIC THEORY 99 


The Groundwork of Economic Theory. By I. Watson. (London: 
P.S. King. 1937. Pp. x + 196. 9s.) 

Elements of Economic Theory. By Ericu Roui. (Oxford Univer- 
sity Press. 1937. Pp. 276. 5s.) 

Elements of Modern Economics. By A.L. Mryerrs. (New York: 
Prentice-Hall. 1937. xi + 363. $4.00.) 


SCARCELY an issue of the Economic JouRNAL appears that does 
not record the publication of some three or four new elementary 
text-books on the Principies of Economics. Yet any discussion of 
the pedagogics of the subject will always end with a lament at the 
lack of any entirely suitable introductory book. The reasons are 
not far to seek. No two students require precisely the same 
pabulum, and no two teachers are really agreed as to what they 
should provide for them. Some students are asking for an initial 
introduction to a prolonged and careful study of the subject, others 
propose to make this their only and half-hearted attempt to master 
the science, and require, not an introduction to accurate thinking, 
but a comprehensive summary of economic thought. Even if the 
differing needs of different students might be met by different text- 
books, there remains a disagreement as to the technique of teach- 
ing. Is it better to start by rigid argument from precisely stated 
assumptions to precisely formulated results, or is it better to 
realise from the first the manifold complexities of the subject and 
eschew a spurious accuracy that we can never achieve in more 
advanced studies? Above all, how much of what is new should 
we incorporate in elementary teaching? Must we wait until the 
last disputant has died in the last ditch, before we teach what we 
believe to be a generally agreed corpus of knowledge and thought ? 
And which of the contributions of recent research are now ripe for 
incorporation? To these questions there will be in practice 
singularly little unanimity of answer. 

Anyone to whom it falls to review many of these elementary 
text-books has probably constructed for himself the equivalent of 
the test course on which the technical journalist tries out on his 
readers’ behalf a new type of car. My own test course includes, 
so far as concerns the Theory of Value, special examination of the 
treatment of elasticity of demand, a study of the definition and use 
of the word “ marginal,” a careful reading of the passages con- 
cerned with the exposition of increasing and diminishing returns, of 
rent and quasi-rent, and of marginal net products. On this course 
some of the text-books submitted for trial perform reasonably well. 
Few, I fear, surmount all my test hills. One text-book which 


has been through several editions fails, so far as obscurities of 
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language permit me to judge, on almost all of them. Such 
inaccurate thinking or slovenly exposition can, and should, be 
castigated. But it is not sufficient that a text-book should possess 
the negative value of accuracy. It must also fit into a scheme of 
teaching and provide a necessary stepping-stone in a continuous 
process of education. It must possess the indefinable capacity of 
capturing and holding a reader’s attention, by setting a tempo 
of exposition in which his eye and mind can move harmoniously 
together. It must succeed in saying things simply without giving 
an impression of talking down to the reader. A reviewer who has 
passed the elementary stage himself can only with difficulty judge 
how far any particular book possesses these more positive merits. 
Experience of teaching often reveals that a less accurate book 
which does possess such qualities is a better instrument than 
others far less assailable in detail. 

These problems are well illustrated by the three books under 
review. They all perform more than ordinarily well upon my 
test course. Mr. Watson’s book is, so far as I have been able to 
discover, almost impeccable in its exposition of the elements of 
economic theory. I can imagine an elementary pupil with a 
rather precise and analytical mind, prepared to sit down and work 
carefully through an introductory book without wanting to see 
immediately what his curves meant in terms of turnips, for 
whom this book would be the ideal. But, when I think of my own 
pupils in the concrete, and of the eternal difficulty of bridging the 
gulf, or preventing the initial cleavage, between abstract theorising 
and the analysis of real problems, I doubt if it is to be preferred, 
let us say for example, to Mr. Meade’s Economic Analysis and 
Policy, which, even if it over-simplifies the real problems of econo- 
mics, at least keeps them ever present in the reader’s mind. 

Professor Roll’s book is more ambitious. He has not hesitated 
to incorporate any piece of recent work which he himself approves. 
But his desire to give credit wherever credit is due leads to brief 
appearances of innumerable authors, who, however well known to 
readers of this Journal, can be little more than confusing names to a 
beginner. More serious, I think, is a marked discrepancy between 
the level of difficulty of different parts of the book. The whole 
section on “Single Factor Production,” for example, and more 
especially the adaptation from Professor Bilimovit, seems to me 
to be an entirely different level of difficulty from, let us say, the 
subsequent discussion of marginal productivity. 

While the book as a whole possesses all those qualities of liveli- 
ness and penetration that we have learned to expect from its 
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author, I find it difficult to see where it fits into a scheme of educa- 
tion. For university work I should myself prefer to keep students 
from the complexities of current controversy until they are able to 
face the task of reading the more important contributions in the 
original journals. For other purposes I hesitate to judge. But I 
find it difficult to believe the claims of the dust-cover that it should 
“prove an invaluable guide (amongst others) to pupils in the 
sixth forms of schools.” For such pupils, and for extra-mural 
classes, whose members will in few cases be proceeding to more 
intensive study, the necessarily brief treatments of many subjects 
are in danger of opening big questions without the space to close 
them, even so far as they can be closed. 

Professor Meyers’ book, as an exposition of the more modern 
forms of economic analysis, is incomparably the best of the three. 
It is built, as the author is at pains to acknowledge in his Preface, 
upon the foundations laid by Professor Chamberlin and others. 
By English university standards it is, I think, a second-year 
rather than a first-year book, though a good first-year student 
might not find it beyond him. Its methods are, in general, dia- 
grammatic. It proceeds, employing wherever suitable the 
marginal revenue technique, by argument from carefully stated 
assumptions to carefully formulated results, without many back- 
ward glances at the behaviour of the real world. 

In the first two-thirds of the book, in which he is concerned 
with the theories of value and distribution, Professor Meyers is 
admirably successful. When he comes to the chapters on Money, 
Unemployment and Business Cycles, a reviewer may be forgiven 
if he suspects that Professor Meyers, like most of us, is torn between 
what he is himself inclined to think and what he feels that it is at 
the moment absolutely safe to tell his students to think. Few, if 
any, could do these chapters better without being controversial. 
But after the sharpness of the earlier sections, that on Unemploy- 
ment in particular seems to burke too many of the issues. 

The book has been used experimentally, and apparently with 
success, in America. But despite its qualities I feel a doubt as to 
its value in English conditions. It is the function of an introduc- 
tory book to be a stepping-stone to the next stage. Ordinarily, 
I think, in England one such step suffices to bring university 
students to the stage of reading the real books, the books which 
contain the original contributions, or which display a powerful 
mind at work on a whole sweep of the subject. Anything which 
multiplies introductions and delays the moment of that arrival is 
to be regretted. In my view Professor Meyers has set his stepping- 
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stone a little too close to the further bank, and a little too far from 
the nearer, to be of real utility. It is an admirable book for the 
student who will never proceed beyond it. But if a man could get 
this far I should hold it a counsel of despair not to attempt to get 
him the last fraction of a step further into the real literature of his 
subject. 

It is only just to Professor Meyers to point out that if such 
criticisms may reasonably be made of the book for use outside its 
own country of origin, they by no means necessarily apply to its 
use within that country. The more general existence in the one 
case, the comparative absence in the other, of a system of individual 
supervision, in which the difficulties that inevitably arise in using 
an advanced treatise can be removed, will almost certainly result 
in considerable differences in the type of text-book that is most 


suitable. 
Austin RosBInson 


Sidney Sussex College, 
Cambridge. 


Steuerpolitische Ideale. Vergleichende Studien zur Geschichte der 
ékonomischen und politischen Ideen und ihres Wirkens in der 
Offentlichen Meinung 1600-1935. By Kart Mann. (Jena, 
1937. Pp. xii + 364). 

PRoFESSOR Mann, until recently at the University of Cologne, 
has long been known as perhaps the foremost German thinker in the 
two fields of Public Finance and the History of Economic Theory. 
In the latter domain his enviable reputation was secured by his 
celebrated study on Marshal Vauban and the Economic Theory of 
Absolutism, which contained the results of his protracted researches 
in the MS. archives of the Bibliothéque Nationale. Although 
published in 1914, it has unfortunately not yet been translated. 

In the field of Fiscal Science he not only has made noteworthy 
contributions of his own on various difficult problems, but is also 
well known as the editor of the Finanzwissenschaftliche Forschun- 
gen, begun in 1930. He now issues, as the fifth number of that 
series, a formidable volume Ideals of Tax Policy, described in the 
title as ‘‘ Comparative Studies in the History of Economic and 
Political Ideas, and of their Influence on Public Opinion.” 

The book covers a field which has hitherto been little worked, 
especially in English literature. It describes the successive 
phases of political thought with their fiscal ideals culminating in 
practical tax problems. Its six parts, containing twenty-six 
chapters, deal respectively with the ideals of absolutism expressed 

















1938] MONTGOMERY: PROBLEM OF THE PRICE INDEX 103 


in the demand for the general excise, the ideals of natural law with 
its ethical maxims and the single tax, the ideals of liberalism 
culminating in the general income tax, the ideals of romanticism 
and communism with their tax-free programs, the ideals of social 
reform and proletarian socialism, and, finally, the ideals of the 
non-fiscal and authoritarian functions of taxation. 

In each of these discussions Professor Mann shows his mastery 
of a wide range of literature, continental as well as British, and he 
is able to throw much light on the genesis of the practical tax 
problems of the day, from the end of the Middle Ages to the 
present. He makes us realise what a loss Germany has suffered 
in his compulsory transference as a non-Aryan from the University 
of Cologne to the American University at Washington, D.C., where 
he now fills the Chair of Public Finance. 

Professor Mann’s work is so erudite, so accurate, so novel, and 
so admirably written, that it richly deserves translation. 

Epwin R. A. SELIGMAN 
Columbia University, 
New York. 


The Mathemaiical Problem of the Price Index. By J. K. Mont- 
GOMERY. (London: P.S8. King. 1937. Pp. 74. 6s.) 


Mr. Montcomery puts forward a new formula for price and 
quantity index-numbers. If p, and q, are the price and quantity 
of a typical item in the base year and p, and q, the corresponding 
price and quantity in the current year, he suggests 
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as the current price index-number (base year = 100) and a 
similar formula for the quantity index-number. The formula is 
derived from an attempt to take the price index as the unique 
measure of “ the change in the aggregate value due to the changes 
in price” and similarly for the quantity index. Despite Mr. 
Montgomery’s lengthy argument, I am unable to see that the 
problem, as he formulates it, has any precise meaning. 

I can make my point most clearly by examining the formula 
in the light of two particular cases. The Board of Trade con- 
structs well-known index-numbers of average values (prices) and 
quantities for the import and export trade of this country. The 
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problem is to find some indication of the general change that has 
taken place in (say) the prices of imports over a period. The 
general change is to be regarded as a statistical average, and, as 
such, can be expressed in several equally valid ways, each more 
or less convenient for the purpose in view. The formule adopted 
by Mr. Montgomery and by the Board of Trade give two possible 
ways of expressing the general change. Neither formula defines 
a unique measure of “ the change in the aggregate value due to 
the changes in price”; each serves only as an indication of a 
change that cannot be formulated precisely. 

The cost-of-living index-number, on the other hand, can be 
given a precise theoretical meaning once we accept the technique 
of “‘ indifference maps ” in describing the behaviour of individual 
consumers. The index is the ratio of incomes which give equal 
satisfaction to the consumer (?.e. which correspond to purchases 
at the same indifference level) in two given price situations. Dr. 
Staehle 1 has shown that limits can be assigned to the index so 
defined, limits which are valid whatever the form of the con- 
sumer’s indifference map as long as it remains unchanged from 
one price situation to the other. Further, if a particular algebraic 
equation can be assumed for the indifference map, then the appro- 
priate formula for the index can be deduced in an unambiguous 
form.2 Mr. Montgomery’s formula lies between the limits set by 
Dr. Staehle, and may be obtained from some particular form of 
the indifference map. But, without knowledge of the indiffer- 
ence map, we cannot say that the formula has more validity than 
many others. 


London School of Economics. 


R. G. D. ALLEN 


Linear Regression Analysis of Economic Time Series. By T. 
Koopmans. (Haarlem: Nederlandsch Economisch Institut. 


1937. Pp. xi+150. F.2.) 


StupDEnts of economics are usually advised to apply statistical 
theory only with the greatest caution or not at all, mainly because 
** economics is not biology.” This advice has not been much use : 
while deterring the timid and elating the lazy and the purist, it 


1 See Staehle, ‘‘ A Development of the Economic Theory of Price Index- 
numbers,” Review of Economic Studies, June, 1935. The theoretical index 
varies, of course, from one level of real income to another. 

2 Dr. J. R. H. Shaul has shown, in an unpublished paper, that the index is a 
weighted geometric mean if the indifference map can be taken as a series of 
parallel “ flats’ (straight lines in two dimensions, planes in three dimensions) 
when all quantities are measured on logarithmic scales. 
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did not prevent the reckless from doing mischief. Dr. T. 
Koopmans’ work contributes much towards understanding just 
why and in what circumstances economic data require modified 
tools. Economic relationships are pretty unstable—although, of 
course, some degree of stability .uust be assumed if an economic 
proposition is to have sense. Economic variables are usually far 
from being ‘“normaily distributed.”” Economic data often, 
although by no means always, consist of series of successive 
observations, each depending on the preceding ones (serial correla- 
tion)—thus failing to conform with the pattern of “‘ random 
drawings ” in which elementary statistics indulge. Further, no 
experiments are possible, therefore all variables are subject to 
uncontrollable disturbances. Finally, economic variables are 
often connected by more than one relation—e.g. price and con- 
sumed quantity of a commodity are connected by a supply and 
a demand relation. Following Ragnar Frisch, Dr. Koopmans 
concentrates mainly on the last two points. The absence of a 
controlled variable makes it difficult to choose the right “ regres- 
sion direction,” e.g. to decide whether the regression of prices on 
quantities, or the regression of quantities on prices, or some 
intermediate between the two, comes nearest to the “ true” 
relations. If, in addition, as in our example, the variables are 
connected by more than one relation, matters become still worse : 
eg. any line fitted to a scatter of price-and-consumption observa- 
tions is meaningless, because the “ true” relationship is simply 
a point (intersection between demand and supply curve), not a 
line. In dealing with the latter difficulty, the author seems to 
accept R. Frisch’s method of weeding out all those variables 
which, being subject to such double, or multiple, relationships 
(“ confluences ”’), lead to spurious results. The economic example 
chosen by Dr. Koopmans (freights depending on tonnage and 
transport volume) is shown to be free of confluence. It is in 
dealing with the other difficulty—the choice of regression where no 
variable is:controlled—that the author opposes Professcr Frisch. 
He picks up traditions of sampling theory worked out for biologists 
and abandoned by that econometrician. If the frequency distribu- 
tion of disturbances to which each variable is subject can be 
guessed within limits (by assuming, among other things, that these 
disturbances vary much less strongly than the “true” value 
of the variable itself), the “ true ” relationship between variables 
can be estimated from the data, and the precision of such an 
estimate established on the lines of a somewhat generalised 
classical theory. Whatever the validity of his assumptions, 
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economists will not be the only people to benefit from the author’s 
attempt at this generalisation. The problem is, in fact, common 
to economic and to any other data where experiment is impossible 
(e.g. measurement of dead organs) ; still less is it confined to time 
series. 

More people among economists (to whose co-operation with 
mathematical statisticians Dr. Koopmans earnestly appeals) would 
get benefit from this book if the extensive use of matrix algebra, 
indispensable for generality and shortness, could be more often 
supplemented by easy examples in two or three variables. 

J. MarscHak 
All Souls College, 
Oxford. 


Beitrige zur deutschen Statistik, P. FuaSKAMPER and A, 
Burp (Ed.). (Leipzig: H. Buske. 1936. Pp. v + 288. 
Rm. 9.) 

Tus is no exception among the Festschriften. Designed as a 
tribute, on the occasion of his sixtieth birthday, to Franz Zizek’s 
work and widespread influence among German statisticians, it 
contains among its eighteen contributions both pieces of serious 
research and items that are little more than scrappy notes. The 
essays are arranged in four groups; four of them deal with the 
actual problems of statistical work, three with statistical theory, 
three with the organisation of official and academic statistics 
(though one of these articles has for no apparent reason been 
placed with the last group), and finally eight essays are concerned 
with applied statistics. 

It is the first group that will provoke most interest. What is 
the function of statistical science and statistical practice in the 
totalitariar: State where social and economic processes and ten- 
dencies are declared to be essentially unmeasurable, and their 
meaning accessible to nobody who is not imbued with the official 
philosophy? This question overshadows the contributions to 
the first part, but they do not provide an answer to it, unless 
we so interpret such cryptic statements as that statistics in America 
are cultivated from a “ rationalistic-utilitarian ”’ standpoint, in 
Germany from an “ idealistic-fighting ”’ standpoint. The only 
contributor who comes near to supplying an answer is Dr. Blind 
in a very remarkable contribution. He draws a distinction 
between the statistical determination of lower social organisations, 
such as profits of private firms, which need not be changed with 
the change in social ideology, and the statistical determination of 
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higher organisations, such as national income. When it comes, 
however, to the crucial question as to how exactly the statistics 
of higher organisations are to be adjusted, he suddenly fails to 
face that issue and retreats on three lines of which the first is 
commonplace, the second dangerous, the third reassuring. The 
commonplace line on which he falls back is that national income, 
for instance, is not only the total of private incomes, but also of 
national production, that the totals of lower organisations, in this 
case private incomes added up, should not be considered as having 
any meaning as absolute quantities, but should only be used for 
purposes of intertemporal comparison and the like. The dan- 
gerous statement is that statistics can only measure physical 
amounts of commodities produced and not values, “ because 
valuation is dependent upon the changing purposes of economic 
policy.” It is clear that by such procedure statistics will become 
the servant of the totalitarian authority which will always tend 
to place higher valuations on goods in the production (or import) 
of which the system proves successful than on those where 
scarcities are developing. On this principle, therefore, the 
national statistical accounts cannot fail to show what those in 
control want them to show. It is, however, reassuring to find 
that in the end Dr. Blind falls back upon a third line of defence. 
He returns to the old device of building up the statistics of higher 
organisations from the lower ones as an “ auxiliary method.” 
All this is very cleverly discussed, and although in the end we are 
back where we were before, this is presumably not due to an 
inadequate treatment by the author, but is in itself an essential 
conclusion. 

This volume has but few other noteworthy features. One is 
certainly the avoidance of mathematical methods, apparent both 
in the series of articles on the theory of statistics and also in 
their application. Though Dr. Flaskimper, in the first essay, 
explains that this is a peculiarity but not a weakness of German 
statistics, one cannot help suspecting it to be a weakness as one 
studies these essays in the light of the fact, mentioned by Professor 
Meyer, that only four of the twenty-three German Universities 
provide facilities for a proper training in statistics and that two 
of these four are Handelshochschulen only recently developed into 
full Universities. On the other hand, English statisticians may 
well feel some envy in reading in Dr. Morgenroth’s article of the 
excellent string of thirty-seven full Municipal Statistical Offices 
directed by trained statisticians, and in Dr. Lind’s article of the 
thorough preparation of official statistics. 
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Among the articles on applied statistics, there is one on the 
rural population of the South-Western State of Badenia, which 
may be interesting in the light of recent studies on differential 
fertility. As a piece of research, the best article is doubtless the 
analysis of the laws of expenditure by Professor Gerloff. Here 
again one cannot but deplore the fear of mathematical methods 
of analysis which have proved so successful in this field. This 
fear would appear to result also in the isolation of German 
statistical work from outside influences. It has, for example, 
prevented the author of this study of expenditure from being 
acquainted with the work done by Professor Bowley and Mr. 
Allen on the same subject. 
H. W. SINGER 
Economics Research Section, 
Manchester. 


Unemployment in the Learned Professions. By W.M. Kortscuntie. 
(Oxford University Press. 1937. Pp. xii + 338. 12s. 6d.) 
Life Earnings in Selected Occupations in the United States. By 
Harotp F. Cuiark. (New York: Harper. 1937. Pp. 

xx + 406. $5.) 

Dr. Kotscunic has made a valuable international study of 
what in French is called chémage intellectuel. As general secretary 
for a number of years of International Student Service, he has had 
unrivalled opportunities for observation at first hand, and much 
of the material, which is here presented for the first time in a 
comprehensive form, has been obtained as a result of his own 
efforts. 

The first part of his book is concerned with the causes of the 
great increase in the number of students in almost all countries, 
and with the evidence for the overcrowding of Universities. He 
then describes, country by country, the extent of unemployment 
or under-employment of university graduates, and analyses the 
causes and effects of overcrowding of the professions. In Part III 
he deals with the protective measures (e.g. the numerus clausus, 
stiffening of examinations, etc.) which have been adopted in 
different countries and discusses their efficacy and desirability. 
Finally, in the last part, he considers the possibilities and limits 
of planning higher education in response to social needs. Here his 
main conclusion is that the evils of unemployment and over- 
crowding can only be met, on the one hand, by a more accurate 
knowledge of the actual and potential demand for professional 
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workers; and, on the other hand, by a reform of secondary 
education in such a way as to meet the needs of the many for 
whom a University education in the proper sense of the term may 
turn out to be a blind alley resulting only in disappointment and 
a feeling of frustration. While many of the evils stressed by 
Dr. Kotschnig are not yet apparent in this country, there is much 
that is instructive for the British reader in his analysis and the 
remedies he suggests. 

The preparation of this book has clearly been a labour of love, 
and much thought and wide reading have gone to its making. 
Although there is room for difference of opinion as to the weight to 
be attached to some of the factors emphasised by Dr. Kotschnig 
or as to his conclusions, and there are some gaps (for instance, we 
would have welcomed some consideration of the probable effects 
of declining populations), there can be no doubt as to the ability 
with which he has undertaken his task. Dr. Kotschnig has made 
an indispensable contribution to the study of an issue which is of 
vital importance at the present day, above all in the democratic 
countries. 


A part of the information for which Dr. Kotschnig pleads in 
his book is provided for the United States in the volume entitled 
Life and Earnings in Selected Occupations in the United States, 


which has been compiled by Professor H. F. Clark with the 
assistance of four collaborators. The average, median, and, in 
many cases, the upper and lower quartile incomes are given for a 
considerable number of occupations, and in each occupation an 
estimate is made, on a uniform basis, of the present value of total 
income over a whole working life. The results are very interesting 
and in many ways surprising. For the period 1920-36 the 
highest average annual incomes in the United States in the occupa- 
tions selected were medicine, $4,850, law $4,730, engineering 
$4,410. For College teaching the average was $3,050. At the 
bottom of the scale of professional incomes came public-school 
teaching $1,350 and nursing $1,310, which compare with $1,430 
for skilled labour. Finally, there was a much lower group con- 
sisting of unskilled labour $795, farming $580 and farm labour 
$485. The average earned income of all people gainfully employed 
is put at $1,350. 
C. W. GUILLEBAUD 
St. John’s College, 
Cambridge. 
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Industrial Assurance: an Historical and Critical Study. By 
Sir ARNOLD WILSON and HERMANN Levy. (Oxford Univer- 
sity Press. 1937. pp. xxxiv + 520. 2ls.) 

Tuts book performs a real social service. There were in 1934 
about 85 million “ industrial assurance ”’ policies—i.e. small life- 
policies—in force on the lives of about 30 million persons : these 
policies involved a premium income of about £5 millions a month ; 
and about a third of the premium income went in the costs of 
administration. About 70,000 agents and canvassers found 
employment in collecting the weekly premiums and in soliciting 
new business; and accumulated funds amounted to about £300 
millions. These facts are enough to establish the immense 
importance of ensuring that industrial assurance shall be economi- 
cally as well as honestly administered, and that the methods 
employed in soliciting business shall be above reproach. 

Yet everyone who has ever studied the subject from the 
outside, even in a quite cursory fashion, knows that industrial 
assurance is a social scandal. It is grossly wasteful in its 
administration—for gross waste is inherent in the system under 
which it is carried on. It is more than wasteful : it is a perpetual 
encouragement to canvassing which is constantly on the border- 
line of dishonesty. And it is defended against the social re- 
formers—and above all against the politicians—by powerful vested 
interests, including not only the great assurance companies which 
profit by it, but also the agents whose means of living it provides. 

The authors of this book begin with an historical survey of the 
growth of the system. They show the earlier local burial clubs 
being superseded first by the great friendly societies and friendly 
collecting societies, and thereafter on a still larger scale by the 
industrial assurance companies, such as the Prudential. They 
give a full account of the various committees and commissions 
which have for the space of a century considered and reported 
upon industrial assurance, of the various attempts at legislative 
control of abuses from 1828 to 1923, of the work of the great early 
Registrars, Tidd Pratt and Ludlow, and of the Chief Assurance 
Commissioner of to-day. They note that, with the single exception 
of Mr. Sidney Webb, whose report published by the Fabian 
Research Department in 1915 went almost unnoticed, no economist 
of standing appears to have thought the subject worthy of more 
than a passing mention; and they close their massive survey with 
practical proposals for a complete reorganisation. 

Their proposal is, briefly, that what is now called “ industrial 
assurance ”—the provision of a small sum to cover funeral 
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expenses—should be made an integral part of the system of 
health insurance, at the least for all insured persons, and preferably 
for their dependents as well. Mr. Lloyd George proposed to 
include funeral benefit in the Insurance Act of 1911; but the 
vested interests were too strong for him, and have remained too 
strong ever since. Sir Arnold Wilson and Professor Levy admit 
the formidableness of the political difficulties—especially the 
difficulty presented by the position of the agents. They propose 
a Royal Commission to deal with the question of compensation to 
both companies and agents, and put forward on this point no 
definite plan of their own. They have, however, amply 
demonstrated that the abuses of the system as it now is make it 
imperative to face these difficulties. The agent, regarded by the 
company or society as the representative of the insured, but 
usually remunerated, and almost always judged, in accordance 
with the amount of new business he is able to bring in, occupies 
an anomalous and indefensible position. Few assured persons 
can understand the implications of the policies they sign; and 
actual illegalities are inevitably common. The Commissioner 
does something to help those who ask his advice, and to settle 
disputes judicially ; but for every case that ever reaches him there 
are many in which the assured are too poor or ignorant effectively 
to claim their rights. 

This book marshals the facts with overwhelming force. It 
will help economists to expiate their past sins and to draw atten- 
tion to the need for drastic reform. But it would also be of great 
use if the authors would produce a quite small abridged edition, at 
a price which would bring the essential facts to the knowledge of 
the more articulate sections of the assured public. For here, 
beyond doubt, is a case which has only to be studied in order to 
earry conviction. 

G. D. H. CoLz 

University College, 

Oxford. 


Industrial Relations in the Modern State. By R. K. Ketsauy and 
T. Praut. (London: Methuen. 1937. Pp. xii+131. 5s.) 


Tuis excellent, concise, introductory survey is an attempt 
to relate the legislation, agreements, traditions and conventions on 
labour matters in various countries to their economic and political 
backgrounds. The broad division of policies corresponds with the 
present-day “‘ liberal” and totalitarian states, and the countries 
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considered are Britain, U.S.A., France, Italy, Germany and the 
U.S.S.R. 

The treatment of the subject of factory legislation in the first 
chapter illustrates the general approach. To begin with, the 
phrase factory legislation is used to describe all “‘ government 
enforced standards in respect of wages, hours and working condi- 
tions,” including holidays with pay. Then, in considering the 
fixing of maximum hours and minimum wages, the limits to 
independent national action dictated by economic conditions are 
considered in relation to actual legislation. At the end of the 
chapter there are over three pages of advice on further reading 
on these questions alone—a fair sample of the length of list 
provided on other matters. 

The subjects of subsequent chapters are: problems of 
management, social assistance and social insurance, trade unions, 
works committees and works councils, conciliation and arbitration, 
the reduction of unemployment, the relief of the unemployed, the 
International Labour Organisation. In the chapter on “ reduc- 
tion of unemployment,”’ the inclusion of which is consistent with 
the wide scope of this book, theory is almost entirely confined to 
the section on “ Further Reading,” and the popular habit of 
summarising “ rival ” theories of unemployment is fortunately not 
followed. 

As an attempt to avoid, without being historical, the “ it is a 
fact that . . .” approach, the book should achieve its object of 
encouraging the study of the ever-increasing pile of I.L.0. and 


other literature on the subject of labour conditions. 
M. E. Hi. 


Wages, Cost of Living and National Income in Sweden 1860-1930. 
Volume III, National Income of Sweden 1861-19350. Parts I 
and II. By E. Linpaut, E. DanieRen and Karin Kock. 
(London: P. S. King, 1937. Pt. I. Pp. xxi+319. 1és. 
Pt. If. Pp. xix + 631. 20s.) 

Wirtu the publication of these two volumes on the national 
income of Sweden, the Institute for Social Sciences in the Univer- 
sity of Stockholm has brought a large-scale project of research to 
completion. Professor Bagge, the Director of the Institute, and 
his collaborators, are to be congratulated on a series of authorita- 
tive studies which deal exhaustively with wages, cost of living and 
the national income in Sweden during the period 1860-1930. 

The volumes under review are the work of Professor Lindahl, 
Mr. E. Dahlgren and Dr. Karin Kock. Part I opens with an 
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admirably clear chapter on the concept of “‘ national income ”’ and 
the various methods of estimating it. Those who are familiar 
with Swedish economic thought will remember that Professor 
Lindahl has developed, for the purpose of monetary theory, a 
concept of income as a “ flow of value increase,” or as interest on 
a capital value. But he finds this inappropriate for statistical 
analysis. The concept used in this study is a compromise between 
the idea of income as a flow of services directly satisfying con- 
sumers’ wants and the definition of income which would include 
the formation of new capital. The terms of this compromise are 
as follows : ‘“‘ When calculating the income, the inclusion of the 
invested services is postponed from the period when the services are 
rendered to a subsequent period when they mature into products.” 
This affects both the absolute amount of the income and its distri- 
bution through time, because invested services are valued on the 
prices prevailing during the period when they mature, and not on 
the prices in the period of investment. 
The calculations have been based on the statistics of 
production; and the industries of the country are divided into 
ten groups: in agriculture; forestry; manufacture, mining and 
handicrafts; building and constructional work; transport and 
communications; commerce, hotels, restaurants, banking and 
insurance; professional services; domestic work; services from 
durable consumers’ goods; public administration. For each 
industry the positive items, the annual value of the product, were 
first assessed : then the debit items, the value of goods and services 
received during the year from other stages and the depreciation 
costs of durable capital. By relating the data on imports and 
exports to these product values, it has been possible to compute 
the annual supply of each category available for use at home. 
This annual amount of goods and services has been split up accord- 
ing to various uses : first, into non-durable (under one year) and 
durable goods, then, a further sub-division of each of these groups 
according as the goods and services are designed for consumption 
or for further use in the process of production. The national 
income is thus arrived at by adding up the net incomes of the 
different industries. But the procedure adopted in assembling the 
raw material enables the authors to produce a very important 
by-product, namely, an estimate of national income as consump- 
tion plus net investment. 
All this has, of course, involved an enormous amount of arduous 
computation. The authors, however, decided wisely—and merci- 


fully—to set out all the detailed work on each industry in _ II, 
No. 189. VOL. XLVI. 





114 THE ECONOMIC JOURNAL [MARCH 


a separate volume which runs to 600 pages. They have spared no 
pains in allowing the reader to see exactly how they have arrived 
at their final figures; and for this they deserve the highest credit. 
Those who fear they will lose their appetite if they have to watch 
the meal being prepared will confine themselves to Part I : there a 
succession of appetising dishes is elegantly served up, beginning 
with Professor Lindahl’s hors d’euvres, which is specially to be 
recommended. 

Among the numerous statistical problems discussed in this 
work we may here refer to two. Serious difficulties were 
encountered in the attempt to distinguish between gross and net 
income in building and constructional work. It was, therefore, 
necessary to present two separate estimates of the natioual 
income : (a) a calculation excluding the net income from building 
and construction, (6) an estimate, as from 1896, including the 
value of all services invested each year. The difference between 
these two alternatives corresponds, theoretically, to the volume of 
new investment in building and constructional work. The first of 
them, accordingly, understates the size of the national income in a 
progressive economy. The other problem, which students of this 
subject always meet with, is that of unpaid domestic work. 
Where the relation between paic. and unpaid service has varied 
during a period, it does not help matters merely to include only 
the service which is sold for wages. The authors of the present 
work have gone to the trouble of computing the number of women 
over 15 years of age who are doing unpaid domestic work. It 
would be wrong, of course, to include the services which wives 
render to themselves! That part of the services of wives which is 
taken into account has been evaluated on the same basis as that of 
female servants. The result, though very approximate, is interest- 
ing as throwing light on trends. ‘ At the beginning of the period 
almost one fifth of the total was paid work, while in the nineteen- 
twenties this had diminished to less than one tenth.” If we take 
1912 as 100, the national income of Sweden (in stable value of 
money and excluding unpaid domestic service) rose to 156 in 1930. 
Per capita in the productive ages, the increase was 29 per cent. in 
the period 1912-30. 

It is interesting to find that in the period 1861-1913 the net 
income of agriculture and forestry was trebled, while that of 
manufacturing rose 13-fold, and that of transport and communica- 
tions 22-fold. For the more recent period 1913-30 the following 
are given as the corresponding multipliers : 1-3, 2-9 and 2-7 respec- 
tively. These results testify strongly to the great structural 
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changes which took place in the economic life of Sweden between 
the sixties and the Great War. Dr. Karin Kock, in the concluding 
section of Part I, has written an extremely interesting account of 
the course of Investment and Consumption in the period 1860- 
1930, with an addendum on 1930-4. Those interested in the 
theory of fluctuations, no less than statisticians, will want to linger 
long over these pages. 

There is one thing which one cannot help regretting about this 
study. It says nothing about the distribution of income as be- 
tween classes. It is not the authors’ fault, for it lies in the 
deficiencies of the statistical data. In a recent Swedish blue book 
(Betinkande i Sexualfragan, 1936, Appendix 7, “ Levnadsstan- 
darden i svenska familjer’’) an attempt has been made to use 
taxation data to throw light on the distribution of income in 
Sweden, and the conclusions reached about the extent of inequality 
are rather arresting. It would have been very useful if the 
Institute for Social Sciences had been able to devote a section to 
this important aspect of the subject. 

BRINLEY THOMAS 
London School of Economics and 
Political Science. 


New Fashions in Wage Theory. Keynes—Robinson—Hicks— 
Rueff. By J.Kuozynsxi. (London: Lawrence and Wishart. 
1937. Pp. viii + 98. 39. 6d.) 


Tue title of this vigorously written book refers only to the 
first part of it. Here all the authors mentioned in the sub-title 
are declared to be foolish, careless, ignorant and fond of thinking 
up economic theories that can be used by Fascist Governments 
for doing down the workers. The Rueff correlation between 
unemployment and real wages is attacked on the statistical 
ground that wage-rates have been taken for actual wages, and that 
the difference between these upsets the results. The weight of 
this objection seems doubtful. Dr. Hicks is attacked for urging 
that trade unions can increase real wages only at the expense of 
employment. That Mr. Kuczynski objects to this is easily seen 
from the heavy irony with which he paraphrases Dr. Hicks’ 
arguments, but the exact nature of his objection is not so clear. 
A similar pessimism on the part of Marx as to the prospects of 
wage-earners under Capitalism appears to be justified by his 
holding out the prospect of Socialism, so that all that remains is a 


regret, that all Socialists will share with Mr. Kuczynski, that 
12 
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Dr. Hicks is not a Socialist. In the case of Mrs. Robinson there 
is the additional problem of her quip that the object of monetary 
policy is to prevent full employment. The objection to this 
appears to be merely that Mr. Kuczynski finds it funny. The 
** New Fashion ” against which the most violent attack is made is 
the proposition, basic to the systems of Adam Smith, Karl Marx 
and Alfred Marshall, and repeated by Mr. Keynes, that a higher 
degree of employment goes with lower real wages. 

Mr.- Kuczynski does not dispute this proposition, as one can 
dispute it, by means of a more subtle analysis in terms of imperfect 
competition. He is satisfied to condemn it on the political 
ground that it tends to discourage working-class attempts to 
maintain and raise wages, and so is an ideal weapon for the 
Fascists. It is on this political level that Mr. Kuczynski’s argu- 
ments are most dangerous, for they tend to persuade his political 
sympathisers that real wages can be raised by raising money 
wages in general without supplementing this by other measures 
for the redistribution of income. Such a policy, if carried out by 
a Popular Front as in France, defeats its object by raising prices 
almost proportionately. The difference is taken not from the 
rich capitalist, but from the lower middle-class rentiers to gain 
whose support the Popular Front is sponsored by the working 
class. The despoiled lower middle class thus comes to regard 
organised labour as its enemy, and is ripe for Fascist demagogy. 
The only salvation of the Popular Front as a working-class policy 
lies in its utilising the Keynesian analysis, instead of leaving to 
the Fascist nations the attractions of a high degree of employment. 
Objectively it is the arguments of Mr. Kuczynski that can be 
said to be Fascist. 

The second part of the book consists of a number of statistical 
essays which are almost unbelievably bad. The most questionable 
devices are used, sometimes with considerable ingenuity, for the 
purpose of obtaining desired conclusions. Thus, in order to 
prove that there is a tendency for real wages to fall, an average 
is taken of textile wages in England and India, and the weighting 
is changed progressively in favour of Indian wages over the period 
examined. Such a Philistine contempt for the arguments used, 
as long as the conclusions are correct, performs the greatest dis- 
service to the Labour movement. It was with such a bigotry 
in mind that Marx thanked God he was no Marxist. 

A. P. LERNER 


London School of Economics. 
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Wages and Labour Conditions in British Engineering. By M. L. 
Yates, with Foreword by C. G. Renold. (London: 
Macdonald and Evans. 1937. Pp. xii+ 172. 6s.) 


THE scope of this book is narrower than might be inferred from 
the title. It is not concerned with all the labour conditions which 
help to determine the “net advantages”? of employment in 
engineering, but only with the terms of employment and the 
wages paid, especially those which have been in force since 1914. 
It is limited to the task of finding out and presenting the relevant 
facts. The result is a book which will be found instructive and 
useful. 

The book begins with a discussion of the relative sizes—as 
measured by the number of employees—of the different branches 
of the industry, and traces, year by year, the alterations which 
have occurred in the post-war period. It then describes, with 
special emphasis on recent modifications, the work done by each 
of the main classes of engineering workmen. In Chapters III and 
V there is an account of the machinery for collective bargaining 
and conciliation, and in Chapter IV a brief history of the agree- 
ments reached since 1898, with an outline of the main provisions 
of each. Chapter VI describes the various wage systems in 
operation, and roughly indicates the extent to which each is used, 
and is suitable for use, in the different sections of the industry. 
The object here, as in the preceding chapters, is not so much to 
give the facts for their own sake as to pave the way for, and to 
supplement, the statistical facts about wages given in Chapters 
VII and VIII. In these two chapters the movements in wage- 
rates and—for the second half of the period—the movements in 
average weekly earnings, are traced in detail from the latter part 
of the nineteenth century down to 1936. A separate chapter is 
devoted to the employment and wages of women. 

In this study Mr. Yates has used his knowledge of the 
engineering industry to good effect. He pictures an industry in 
process of change and growth—an industry whose structure is 
gradually changing, partly under the influence of the conditions 
studied. In this way he is able to show clearly the difficulties 
involved in comparing the data, and at the same time to provide, 
where possible, the means for making suitable allowances. 

Although a bibliography is provided at the end of the book, 
this does not fully compensate for the frequent omission from the 
text of detailed reference to the sources from which the information 
was derived. 

The figures given in lines 38—41 on page 129 are percentages of 
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all workmen employed, and not, as there stated, percentages of 


those working short time. 
K. 8. Isixzs 


University College of Swansea. 


Towards Industrial Peace in Australia. A series of essays in the 
History of the Commonwealth Court of Conciliation and Arbi- 
tration. By O. pp R. Fornanper. (Melbourne University 
Press and Oxford University Press. 1937. Pp. 292. 21s.) 


AUSTRALASIA has been described as the “‘ modern laboratory 
of democratic social experimentation,” for the Australian States 
were already boldly establishing machinery to deal with certain 
problems at a time when older industrial countries had hardly 
begun to realise that the problems existed. The Commonwealth 
Court of Conciliation and Arbitration, which was founded in 1904 
with jurisdiction in the settlement of industrial disputes, is one 
of the most interesting of these experiments, and this account 
of its difficulties and successes makes instructive reading. 

The Court has been faced from the outset with the problem 
that confronts every federal institution. Several of the States 
forming the Commonwealth had earlier set up machinery for the 
prevention and settlement of disputes, and these retain their 
authority within their own boundaries. There are, however, 
many matters which affect more than one State, and it was to 
deal with these that the Commonwealth Court was founded. 
But the proper allocation of power was nowhere clearly defined, 
and there has been considerable divergence of interpretation at 
different times. On the whole, the tendency is for the Federal 
organisation to gain authority at the expense of the State, as a 
consequence of the growth of national employers’ and workers’ 
associations, and the desire for greater uniformity of conditions. 
But the matter is still undecided, and Federal and State awards 
continue to function side by side. 

Most industrial quarrels are centred round rates of remunera- 
tion and hours of work, and the chapters dealing with the Court’s 
awards in respect of these are by far the most interesting. The 
Statute to which the Court owes its origin made no specific re- 
ference to wage-fixing, but the President of the Court laid it down 
that industrial peace was impossible “ unless the employee has 
secured to him wages sufficient for the essentials of human 
existence.”” And by the famous Harvester decision he decreed 
that the basic wage must be sufficient to allow a man to provide 
for his family according to accepted Australian standards. It is, 
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however, easier to promulgate a decree of this sort than it is to 
ordain that Australian industry shall be productive enough to 
permit such wages to be paid. And in the post-war period there 
began to be an uneasy feeling that the Court was forcing the hand 
of the Government by prescribing wages and conditions of em- 
ployment and then leaving it to the Legislature to help industry, 
by tariffs or export bounties, to find the means necessary to pay 
for them. By an Act of 1928 the Court was instructed to face 
economic realities, and during the severe depression of the thirties 
there was much discussion as to whether the basic wage should 
not in future be definitely related to productivity rather than to 
the cost of maintaining a certain standard. The Court has, in 
fact, continually altered its awards as industrial circumstances 
demanded, and Mr. Foenander argues that its attempt to fix 
a wage on two incompatible principles has not in practice been as 
difficult as it appears to the theorist. 

Similarly in regard to hours the Court has allowed its desire 
for better conditions for the worker to be modified by hard, 
practical considerations. Whilst aiming generally at a forty- 
hour week, it has not hesitated to order forty-eight hours when it 
believed that this was necessitated by financial stringency in the 
industry or by the competition of other countries. 

Mr. Foenander has a good many criticisms to offer, but his 
conclusions are definitely optimistic. He believes that the Court 
has fully justified itself. Its readiness to compromise has made 
wages more flexible during a difficult time, and has prevented the 
exploitation of the unskilled and unprotected worker during the 
depression. It has built up an industrial code based on a belief 
in the dignity of labour. 


Bedford College. 


GERTRUDE WILLIAMS 


Economic Planning in Australia 1929-36. By W.R. Maciavrin. 
(London: P. S. King. 1937. Pp. xvi + 304. 15s.) 


Tuts book is written with the laudable intention of examining 
the experience of Australia in the recent depression, and is a 
further contribution to the studies which are being made of 
deliberate attempts to control the course of the Trade Cycle. The 
author is particularly interested in the possibilities of firm and 
consistent action by democracies. 

He begins with two short chapters on the characteristics of 
the Australian economic system before 1929: these are rather 
sketchy and not altogether accurate in their emphasis (as on 
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p. 9, where he under-estimates the importance of the Common- 
wealth arbitration system), and would not be an adequate intro- 
duction for a reader not already acquainted with the subject. 
These are followed by four chapters on the history of the depres- 
sion, and nine on various aspects of the programme of recovery, 
which are treated separately : it would have been an advantage 
if he had interposed a chapter on the history of the recovery. 
Finally there is one chapter of conclusions, covering only forty- 
five pages, in which he considers the experience as a whole. 

The main outlines of the problem and the methods adopted 
have been discussed already in books such as those of Professor 
Copland and Dr. Walker, though Professor Maclaurin brings their 
accounts a stage further. The difficulties were almost entirely 
due to the decline in export prices and the impossibility of con- 
tinuing to borrow in London, which meant a sharp fall in national 
income. The measures adopted were the depreciation of the 
exchange, a concerted attempt to lower incomes equally all round, 
and a cautious use of Treasury Bills for financing budget deficits. 
This book indicates very clearly the handicap which it is to a 
Government to enter a depression without a clear idea of its 
characteristics: the Australian Government, like many others, 
had to deal with the conviction of business men that strict economy 
was the only solution. There is a good account of the united 
efforts which were made to educate public opinion, which were so 
successful that everyone thought about the problems involved 
and made efforts to understand them, so that the Government 
was able to carry out reductions in wages, rents, and rates of 
interest with surprisingly little friction. Readers of the Economic 
JOURNAL will be gratified by the important part played by 
economists, which should be a lesson to us all. “‘ They agreed, 
in the beginning of the depression, that to be effective they must 
refrain from public controversy and concentrate on pushing 
the measures on which they concurred ”’ (p. 255). 

Professor Maclaurin comes to the conclusion that the Aus- 
tralians were rather lucky, and that no infallible remedy can be 
prescribed as a result of their experience, but he does think that 
it has been demonstrated that a democracy can “ interfere 
effectively to speed up the processes of recovery.”” We should 
welcome such books, but I think that this one falls to some extent 
between two stools, and would have been better if it had been less 
objective. The author is anxious not to take too definite a view 
about the nature of the depression, but it is difficult to make a 
critical study of events unless the standard by which they are to 
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be judged is plain. There is a good deal of material already 
available about what actually happened, and this account would 
have been more useful if it had been more dogmatic. 

R. L. Hawn 


Trinity College, Oxford. 


Some Modern Business Problems. By ARNOLD PLANT and Others. 
(London: Longmans, Green. 1937. Pp. 336. 7s. 6d.) 


Tuis volume consists of twelve essays originally delivered as a 
series of public lectures to business men by seven members of the 
staff of the London School of Economics. The subjects of the 
lectures were chosen because of their general interest to business 
men and students, and because they seemed “ not unworthy of 
the careful attention of specialists.” These ‘‘ not unworthy ” 
subjects prove to be the following, ‘‘ Centralise or Decentralise ? ” 
and “The Distribution of Proprietary Articles,” by Professor 
Arnold Plant, ‘‘ The Administration Chart ” and “ Public Rela- 
tions Departments ” by Mr. P. A. Wilson, “ Forecasting Foreign 
Trade ”’ and ‘‘ Movements in Interest Rates ”’ by Mr. F. W. Paish, 
“Some Problems in Market Research ” and “ The Measurement 
of Physical Output and of Operating Efficiency,”’ by Mr. Frederick 
Brown, “ Durability and the Demand for Industrial Products ” 
and “ Manufacturers and the Rate of Interest,’ by Mr. R. M. 
Shone, and, in addition to these five sets of twins, two single 
essays on “‘ The Measurement of Profit” and ‘‘ The Rationale of 
Cost Accounting,” by Mr. 8. W. Rowland and Mr. R. 8. Edwards 
respectively. 

The essays throughout are of a high standard, and deal in a 
refreshingly vigorous way with their several topics. Where each 
of the twelve demands a review for itself, it is difficult to do more 
than record the general flavour and mark a point here and there. 
Of special interest, perhaps, as being outside the usual orbit of 
the economists’ interest, is the essay on “ Public Relations 
Departments.”” The development of such departments is due, 
according to Mr. Wilson, to the growth of Government regulation 
of business, and particularly to the unpredictable nature of that 
intervention. Mr. Shone in his essay gives some highly interest- 
ing speculations as to the effects of declining population on the 
demand for durable and non-durable commodities. In his con- 
cluding paragraphs he points out the connection between the 
quality of durability and trade fluctuations, and suggests that 
this interconnection deserves much closer study. Mr. 8S. W. 
Rowland, in an essay which reminds us of the activities of Benny 
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Lynch, deals shrewd blows right and left, not even omitting the 
economist, who is described as using “‘ language the grammar of 
which is difficult, and the vocabulary terrifying ”’ (p. 251). 

It is sometimes said that the boundaries lying between the 
well-cultivated fields are the most fertile and yield the richest 
crop. This book cultivates the boundaries that have been left 
too long fallow by the academic economists, and the harvest is 
rich, if no more than an augury of better things tocome. Scarcely 
a writer in it fails to draw attention to the need for further work 
in his field, and it is earnestly to be hoped that the business world 
will make such work possible. For in a sense the book represents 
a rough syllabus of the range of work that falls within the sphere 
of a Department of Business Administration. It represents, in 
a sample form, what might be considered the inaugural lectures 
in a course designed to prepare young people for responsible 
administrative posts in business. Professor Plant in his Fore- 
word suggests such a claim, and the book provides ample 


justification for it. 
J. A. Bowtz 


School of Economics, 
Dundee. 


Leadership in a Free Society. By T. N. Wuirrneap (London: 


Oxford University Press. 1936. Pp. xv + 266. 10s. 6d.) 


Tuts book is one of several off-shoots from the now almost 
classic observations upon groups of workers at the Western Electric 
Company’s Hawthorne plant at Chicago, first initiated by Elton 
Mayo. Professor Whitehead, who was one of Mayo’s colleagues, 
starts out with a description of two of these observations, one of 
five girls working at a bench together and another of twelve men 
subdivided into co-operating groups of four. The girls were 
observed mainly for the degree to which their output corresponded. 
Normally there was a positive correlation in the fluctuation of 
each girl’s output, though this might be upset by the substitution 
of a new girl, or simply by changing the order in which the girls 
sat. The men, however, were chiefly interesting for their resistance 
to management and showed a fixed output throughout. 

On the basis of such statistically measurable behaviour in 
primary “face-to-face ”’ groups, Professor Whitehead develops, 
and tries to solve, the problem of social integration in a pro- 
gressive society. He sees the lack of such integration in labour 
turnover, strikes, output restriction, the conservative resistance 
to change and unsatisfied social desires; and finds the causes in 
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at least two novel social circumstances. Technical progress has 
split the life of the worker into water-tight halves, that of the 
purposive activities of industry “ deficient in the opportunity they 
offer for immediate social satisfaction ” (p. 233), and that of a 
community life which “ is deficient in achievement and is apt to 
be overweighted by purposeless pseudo-social occasions.” At the 
same time employer and employee have become dissociated in 
their lives and interests. The executive, though he is usually no 
longer a proprietor—entrepreneur, is (p. 79) “a member of a 
highly competitive progressive society anxious for its preservation 
and its advancement; he does not lead his men, but merely 
organises them.”” The men, accordingly, have leaders of their 
own inside or outside the trade union organisation. 

Clearly, Professor Whitehead is looking deep into the roots of 
economic behaviour. He digs with the aid of his own factory 
observations and also, quite rightly, with that of modern anthro- 
pological researches. But conclusions of immediate practical 
interest are not lacking. The fatuity is emphasised of elaborate 
systems of wage-payments which the workers cannot understand. 
Instead there should be (p. 131) an “ organisation of the work to 
give a sufficient opportunity for initiative and self-expression at 
all levels,” and this “‘ adequate situation” should be backed 
up “with a wage-system which seems fitting and moderately 
motivating, and which is above all simple.’”’ On the consumption 
side of the life of modern society Professor Whitehead discusses the 
importance to-day of “style” and fashions in style, and points 
to the power of advertisement to make (p. 186) “‘ future consumer 
demand more ascertainable by regimenting sentiments in favour of 
some particular commodity.” Too great a standardisation of 
consumers’ goods can, however, be avoided by (p. 194) “a 
system of progressive component assembly in which a very limited 
number of simple and enduring components are organised by 
stages into an enormous and flexible variety of end-products.” 

Professor Whitehead’s somewhat philosophic concern with 
(p. 13) “‘ the interaction between the tendency towards a stabilising 
social routine and the tendency to build up new patterns of social 
activity ” leads him, with his factory experience, to conclusions 
that materially affect the economist’s assumptions about economic 
society. In the “new pattern” resulting from an industrial 
revolution which is continously going on, man can neither be 
assumed to act rationally nor are his actions to be imputed to 
the baulking of a series of instincts. It is a refreshing sign of the 
march of the social sciences that neither maximum happiness nor 
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instincts appear to be referred to by Professor Whitehead. Instead 
we have a new sociological approach which economists dealing 
with labour problems and industrial relations should certainly 


get to know. 
P. SARGANT FLORENCE 
University of Birmingham. 


Economics of Agriculture. By A. P. van DER Post. (South 
Africa: Central News Agency. 1937. Pp. xxvii + 663. 
25s.) 


Tue Assistant Chief of the Division of Economics and Markets 
of the South African Department of Agriculture describes his 
purpose in this book as “to present the fundamental teachings 
of economics in relation to agriculture’ for the use primarily 
of the farmer and student of agriculture, and secondarily of the 
general reader and the student of economics. This aim has 
involved him in writing what is in form a systematic “ Principles 
of Economics of Agriculture.” In this respect he goes beyond the 
average work on agricultural economics, which uses economic 
theory only as an aid to the discussion of agricultural problems. 
And while it may be too much to describe Mr. van der Post as a 
pioneer in his field, he has certainly had to break some fresh 
ground in nearly all of his twenty-two chapters. To have done 
so while continuously fulfilling the main requirements of a text- 
book is an achievement. 

The main subjects studied are the organisation of farms con- 
sidered in terms of the qualities, proportions and combinations 
of the familiar four factors of production; the distribution of the 
total agricultural income; the marketing problems of agricultural 
produce, including discussions of price formation and of foreign 
trade; and special problems of the trade cycle, farm relief, 
agricultural credit and land settlement policies. Chapters dealing 
respectively with the general principles of agricultural geography 
and with the agricultural geography of South Africa complete 
the list. The Chapter on price formation—if one may so describe 
a rapid summary of elementary equilibrium analysis—might 
have come better toward the beginning of the book, and the two 
Chapters on land settlement towards the end, but otherwise the 
arrangement is orderly; and the chapters are each fairly self- 
contained, as may be desirable for class study. 

The merit of the various Chapters appears to vary directly 
with the closeness of their connection with the practical problems 
of agriculture and inversely with their content of pure theory. 
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On the one hand, Mr. van der Post has clearly a very thorough 
knowledge of agricultural science and practice, richly augmented 
by the experience gained in his official position; but, on the other 
hand, his reading in pure economics (to judge from the 


bibliography) seems to have been chiefly of popular handbooks, | 


and of treatises, mostly American, which in general have not 
remained as authoritative as they once were. At several points 
these deficiencies produce the effect of naivety, and they seem 
to be responsible for the somewhat muddled treatment of 
marginal utility and other blemishes in Chapter XIV. Certainly 
the gaps in the author’s reading have complicated his task. 
He has had, for example, to examine the distributional problems 
of agriculture without any aid from the concept of transfer earn- 
ings. What he has written on this subject can, however, be 
taken as adequately describing the distribution of the national 
income as a whole. And he has done well in insisting in his 
Chapter on International Trade that the principle of comparative 
costs is equally relevant within countries, especially within such 
an industry as agriculture, owing to the immobility of land. 
Perhaps the further use of this principle might have rendered 
more systematic the Chapters dealing with the localisation of 
agriculture. 

On subjects of applied economics, particularly in connection 
with foreign trade, marketing and farm relief (by which last ex- 
pression the author generally means the financial support of 
agriculture during times of depression), it is of interest to observe 
that he is a strong upholder of free competition, free trade and 
laisser faire. Such an outlook on the réle of political intervention 
in economic life generally and agriculture particularly, which is 
surprising in a South African official, has occasionally the effect 
of limiting his treatment of political action and its consequences 
to the purely destructive. But within these limits his comments 
are invariably shrewd and illuminating. The Chapters on 
Marketing Organisation, Co-operation, Protection, Farm Relief 
and Credit are particularly good criticism. Probably current 
trends of opinion in South Africa, with their leaning toward State 
assistance for all, fully need the correctives of these Chapters. 

The local circumstances of South Africa have also affected the 
author’s conclusions and generalisations in less commendable 
ways. They appear, for example, to have induced him to over- 
state the part played by nearness to or distance from large markets 
in determining the type and intensity of farming practice; and 
his attack on smallholdings seems to have been carried too far. 
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In neither case do the arguments presented apply to Western 
Europe as accurately as they may do to less developed countries. 

But assuming that the students who acquire this book are 
mainly South African, these exaggerations do not matter much. 
And that it is chiefly the South African public that the author 
has in mind is suggested by the preponderance of illustrations, 
of theory and of practice, drawn from South African experience, 
and by the frequent use of expressions such as “ mealie,” 
*‘ morgen,” “ kraal,” “inspan,” and even “the Union.” The 
suggestion of the publishers that ‘‘ Economics of Agriculture,” 
even with all its distinctive merits and its exceptional compre- 
hensiveness, is equally suitable for use in “ foreign universities 
and colleges of agriculture ” is too optimistic. It would be fairer 
to say that by reason of its local interest and local illustrations 
the book is in any case suitable, and indeed highly suitable, for 
students in South Africa; but if for a second edition a wider 
public is required, it would probably be best to reduce the bulk 
(and price) of the work appreciably, and certainly to revise the 


more theoretical chapters. 
Joun Kirk 


Population Pressure and Economic Life in Japan. By R. Isxn. 
(London: P. 8S. King. 1937. Pp. xix + 259. 12s. 6d.) 


As the number of Europeans who have both a training in 
economics and a thorough grasp of the Japanese language is very 
small, the Western world must depend for its knowledge of Japan’s 
economic position mainly upon Japanese scholars who are able to 
communicate the results of their researches in English. Un- 
fortunately, in times such as the present many of these works by 
Japanese are written with an eye upon a Western audience and are 
tinged with propaganda, and so this completely objective work is 
all the more welcome. Dr. Ishii in the early chapters of his 
valuable book discusses the movement of population against a 
background of the economic and social changes that occurred 
in the Tokugawa and early Meiji eras. He shows that before the 
Restoration (1867) abortion and infanticide were widely practised 
' for the purpose of limiting the size of families, and that these 
practices persisted, in spite of the efforts of the Government to 
eradicate them, until the growth of wealth through industrialisa- 
tion after the last decade of the nineteenth century made them 
unnecessary. He brings out effectively “the comparative ease 
with which even such long-established customs may be altered, 
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not so much by pressure of governmental decrees, as in re- 
sponse to economic environmental changes.” 

Dr. Ishii then makes an elaborate analysis of population 
statistics since early Meiji times, and he describes the great changes 
that have taken place in regional and occupational distribution. 
Half a century ago nearly 80 per cent. of Japan’s occupied popula- 
tion was engaged in agriculture and fishing. To-day nearly 
40 per cent. of the occupied population is found in mining, 
manufacturing, commerce, and transport. It is significant that in 
Japan, as elsewhere, increased productivity in manufacturing 
industry does not imply a corresponding increase in the capacity 
of that type of industry to absorb population ; for the most striking 
feature of the post-War period has been the rise, not in the pro- 
portion of the occupied population engaged in manufactures, 
but in that engaged in trade and the “‘ service ”’ industries. 

The author deals at length with the factors governing the future 
trend of population, and he discusses critically the conclusions 
of other statisticians. He finds that, in spite of the tendency 
for the refined birth-rate to fall, in the next thirty years Japan 
is almost certain to add some twenty millions to her population. 
Moreover, the proportion of the total population within the work- 
ing age-groups will substantially increase. Rural Japan cannot 
be expected to absorb larger numbers, for agriculture is already 
over-populated. Colonisation in Korea and Manchukuo holds 
out little hope of a remedy. ‘“‘ While the Japanese Government 
was spending millions of yen in encouraging emigration which 
annually amounted to less than 20,000 persons, more than twice 
that number of Chosenese (Koreans) migrate to Japan Proper 
and settle there every year.” Industrialisation offers better 
prospects of providing for the absorption of the increasing popula- 
tion; but limits are now being set to this remedy by the 
mechanisation of industry and by the growth of economic 
nationalism which restricts Japan’s freedom to export. The 
situation may well give rise to serious social and political stresses, 
a point which is emphasised in the discussion of the food supply. 
As Japan has been able, so far, to feed her increased numbers 
from her own soil or from her colonial territories, this problem 
might not seem to be urgent. But this is to take a superficial view. 
The problem is not merely one of feeding additional! millions 
of people ; it involves delicate political and social questions, such as 
the relationships between Japan and her colonies, and between 
urban and rural districts. These questions in turn are influenced 
by the international situation in which Japan finds herself. 
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Apart from the great importance of the main argument of 
this book, many side-lights are thrown upon matters of historical 
or statistical interest. For instance, Dr. Ishii shows how the 
institution of ‘informal marriage” in Japan complicates the 
marriage statistics. Again, it is odd to hear that in the eighties 
of last century, when Japanese were impressed with the inferiority 
of their people to Europeans in physique, intermarriage with 
members of the Caucasian race was strongly advocated as a 
remedy. Prince Ito actually approached Herbert Spencer with a 
request for his opinion about this proposal. Spencer was against 
it; and the racial purity of the Japanese continued unimpaired. 

G. C. ALLEN 


University of Liverpool. 


The Nationalizing of Business 1878 to 1898. A History of American 
Tife. Vol. IX. By Ipa Tarpetyt. (New York: The 
Macmillan Company. 1936. Pp. xvi + 313. 20s.) 


Tuts volume is presented as a study of the transformation of 
American industry from organisation upon a local to organisation 
upon a national scale during the last quarter of the nineteenth 
century. Its size and form indicate that it is not intended as a 
text-book for students. It is rather, a plain book for plain people. 
It contains brief, clear and accurate discussions of changes in the 
numbers and distribution of population, the development of rail- 
way transportation, the rise of the electrical industry, the de- 
velopment of industrial trusts and pools, the reactions of farmers 
and industrial workers to these changes, the tariff, the anti-trust 
laws, the panic of 1893 and the silver question. Yet the volume 
lacks the dramatic generalisation appropriate to the period and its 
events. In part, perhaps, this lack is due to an effort to cover too 
much ground in such a small space. In part, however, it is due to 
the effort (praised by the editors) to supply human interest in 
the form of word-pictures of the people involved or episodes 
in their lives. This device is not only defensible, but also useful; 
yet the number of these passages, and sometimes their relative 
unimportance, interfere with the sweep of generalisation. There 
was, of course, ample dramatic conflict between people, but a brief 
treatment demands rather a dramatisation of the deeper flowing 
economic forces and the manner in which they swept away 
obstacles. 

There is no specific account of changes in banking and financial 
organisations, nor of their growing power during this period of 

















1938] ROCHESTER : RULERS OF AMERICA 129 


change. The relationship between the subject-matter of the 
various chapters would have gained from closer integration. 
A. R. Burns 
Columbia University, 
New York. 


Rulers of America; A Study of Finance Capital. By Anna 
RocHEsTER. (London: Lawrence and Wishart. 1937. 
Pp. 367. 12s. 6d.) 

Miss RocHEsTER has attempted a task of the greatest import- 
ance and interest—that of describing the broad outlines of the 
capitalist structure of the United States and of relating them to 
Lenin’s theory of imperialism. In fact, the title of her work raises 
the question why there has been no adequate study of the invest- 
ment banker in America, where his economic importance has been 
growing ever since the Civil War. Miss Rochester’s central 
interest is in the location of power to make the decisions which 
determine the use made of the economic resources of the country. 

Her book fails, however, to live up to the promise of its title- 
page. The study reveals one of the major reasons for the apparent 
neglect of the subject. The location of actual power over the 
economic fate of a country is extremely difficult to determine. 
Miss Rochester has very little of new fact or plausible interpreta- 
tion to offer. Her analysis rests largely upon studies of inter- 
locking directorates and banking connections. Upon this basis 
the Morgan banking house is credited with an enormous “ in- 
dustrial empire.”” A further enormous “ sphere of influence ”’ is 
attributed to it because members of the management of various 
firms are Morgan “lieutenants,” because various corpc’ ations 
have banked with the Morgan company or it has issued stock or 
bonds for them. Sometimes it is merely stated that the firm is 
under Morgan influence. 

This method of approach proves too much. If there is such a 
great concentration of control, why is it not more consistently 
exploited? Miss Rochester refers to conflicts of interest within 
the empire and the sphere of influence, as when one firm in the 
“empire ” sells a product which competes with that of another, 
but she seems to feel that the situation has been adequately 
treated when it is cited as evidence of the confusion of the capitalist 
world. In fact, a single common director may mean little or 
much, and Miss Rochester has devised no means of measuring 


the influence of interlocking directorates, nor any method of testing 
No. 189.—voL. XLVIII. K 
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her general conclusion in terms of the actual behaviour of the 
business world. 

The volume is too quiet and disconnected to provide anti- 
capitalistic propaganda. It rests too much on surmise and 


accusation to provide a study of finance capital. 
A. R. Burns 


Columbia University, 
New York. 


The Twilight of American Capitalism. An Economic Interpretation 
of the New Deal. By A.S.J.Baster. (London: P.S. King. 
1937. Pp. ix + 218. 9s.) 

In the considerable literature of the New Deal, Dr. Baster’s 
book undoubtedly earns a place of some prominence. The 
publication date itself (most of his story ends in 1935) raises hope 
that it will prove a considered history, and not another light text 
for an inescapable topic of conversation. And it is true that the 
author has canvassed with remarkable thoroughness the mass of 
circumstance and action of which the New Deal consists. He has 
marshalled this material, with much skill, into a non-repetitive 
and eminently readable story. 

But it is not with history (in some photographic sense) that 
Dr. Baster is concerned. His chief aim is a two-way assessment 
of the New Deal—as it relates to the functioning of the American 
economy on one hand and as it promises to re-shape American 
political institutions on the other. The frame on which he pegs 
his analysis is a fairly familiar one. For Dr. Baster there are two 
(or more correctly three) classes of people in the world—those who 
would plan, those who would not plan, and a third group who 
would plan to avoid planning. The New Deal represents the 
ascendancy of the planners in the United States; Dr. Baster, 
quite definitely, is one who would plan not to plan. The core of 
his book is an examination of New Deal activities after 1933 under 
the (rather too general) headings of Intervention in Finance, 
Intervention in Industry and Intervention in Agriculture. 
Intervention means roughly the same thing as planning, and 
planning means doing through Government action what the 
market did before or what was not done at all. 

Dr. Baster concedes that some intervention was inescapable 
in the political context of 1933, and he sees isolated scraps of merit 
in all of the interventionist programmes. But the larger results 
he finds unsatisfactory, to say the least. Intervention in finance 
gave indiscriminate support to good and bad capital structures 
alike, and it destroyed the automatic functioning of the market in 
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the distribution of resources. It also involved thoroughly 
iniquitous attempts to raise the general level of prices. Inter- 
vention in industry (N.R.A.) fostered monopoly and disrupted 
delicate inter-industry adjustments. Agriculture was equipped 
with a monopolistic control which outlasted the emergency, and 
the consumer was burdened with heavy taxation. All in all the 
interventionist activities shouldered the Government with a task 
too complex for it to perform, and made it liable to pressure 
groups and lobbies too powerful for a democracy to resist. Thus 
the twilight of American capitalism, democracy, the Constitution 
and, one supposes, even of Mr. Roosevelt himself. 

Now, it is plain that all people are divided between another 
two groups—those who find an argument such as Dr. Baster’s 
convincing, and those who do not. The reviewer suspects that he 
must belong to the second party, for so much seems to be wrong 
that he finds it difficult to make a beginning. One cannot begin 
with the usual reference to errors of fact; these, indeed, seem to 
be very exceptional. Also unimportant, although more frequent, 
is a tendency to emphasise the exceptional or the dramatic at the 
expense of the significant. Thus coercion through “ night-rid- 
ing” and the destruction of the crops of non-co-operators was 
surely of negligible importance in the enforcement of the cotton 
control programme in 1933 (p. 156). Likewise the holding 
company, which attracted the author’s attention (pp. 19-20), is 
certainly far less important in the process of divorcing stock- 
holders from the control of the modern corporation than sheer 
corporate size accompanied by widely dispersed stock ownership. 
Rather more serious is the author’s flair for resonant generalisa- 
tion. It may be true that attempts to raise all prices leads to 
runaway inflation (p. 212), but it requires more than the state- 
ment to prove the conclusion—especially since most economists 
would hasten to disagree. To say of the reports of the National 
Resources Board that ‘‘ the vast schemes, the soaring enthusiasm 
and the grandiloquent patriotism of the planners appear nowhere 
to better advantage than in these pages ” and “. . . mere common 
sense is here, as always, powerless against imagination ”’ (p. 43) is 
itself sheer oratory. The reviewer confesses to having supposed 
that the Board’s proposals for forest conservation, retirement of 
poverty-producing land, the increase of national park area, the 
planning of public works, and the like were all rather sensible. 

But it is over his central thesis that one feels most inclined to 
come to grips with Dr. Baster. If the New Deal has been guilty 
of some infelicitous fumbling in its efforts to “ plan,” what of the 
record of previous Governments in trying not to plan? ‘ The 
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author admits that they have not prevented industrial and 
financial concentration, and he agrees that the ensuing monopoly 
and inflexibility have impaired the automatic regulation of the 
textbook market. Now, it may be that “‘ planning ”’ to maintain 
competition and the market is the most difficult kind of planning 
there is—no country seems to have succeeded in doing it. It may 
also be that planning to restore competition, once it is thoroughly 
dead in an industry, is quite impossible. Dr. Baster does not 
meet these issues, for he does not blueprint the way to laissez-faire. 
Finally, Dr. Baster fails to consider one important New Deal 
intervention, to wit, public expenditure. While he does not 
profess to have covered all recent American policy, this omission 
is conspicuous, for many would argue that it has been the most 
important and most successful of instruments and one that has 
blanketed a multitude of errors in other directions. Moreover, 
there are reputable people who suppose that this device might 
conceivably help turn the clock back a few hours—from twilight 
to late afternoon. J. K. GALBRAITH 


Cambridge, Mass. 


Middletown in Transition. By R.S.and H.M.Lynp. (London: 
Constable. 1937. Pp. 604. 18s.) 

“‘ Tus sober, hopeful, well-meaning city, caught in its institu- 
tional conflicts, caught between past and future, and not knowing 
which way to move.” So in their final paragraph the authors 
sum up their report on Middletown revisited. Middletown is what 
Middletown was. “In the main, a Rip Van Winkle, fallen asleep 
in 1925 while addressing Rotary or the Central Labour Union, 
could have awakened in 1935 and gone right on with his inter- 
rupted address to the same people with much the same ideas ” 
(p. 490). Such changes as are going forward are hidden in “ the 
thick blubber of custom that envelops the city’s life.’ And it is 
this social blubber, as manifested in work, recreation, religion and 
politics, which constitutes for the student of society the central 
interest of this book. 

The language of the book is sometimes formidable. Tongues 
loosen in a cheery tavern in Dickens’ time as to-day when a Mr. 
Mulliner is speaking : they loosen, too, after a friendly game of 
bridge. ‘Translated into sociology, this becomes, “On the 
psychological side, most urban people, particularly the less aggres- 
sive personalities, need the facilitation of spontaneity in social 
intercourse which an institutionalised agency of informality 
provides. The speak-easy and tavern, like bridge playing for the 
business class, help to institutionalize spontaneity ” (p. 277). 
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Again, those of us who hold fast to the Christian idea will feel that 
Middletown’s religion does not really lend itself to the analysis 
employed by the authors. Of course, if Christianity is a myth, the 
rest follows. But in clinging stubbornly to old values and in 
believing that religion is something more than the “ emotionally 
stabilising agent’ of which the writers speak, Middietown is 
conserving religion, as the Middle Ages conserved it. It accepts 
the gap between practice and performance, and hopes on. 

On the economic side this book is of value, as showing the 
dependence of a small town on one or two large industrial enter- 
prises, the power of a generous banking family, the refusal of a 
lively middle class to be dethroned, the strength of the appeal to 
local patriotism, and the extraordinary difficulties which confront 
organised labour. These are in part related to the rural atmos- 
phere of the town, and in part to the ingrained dislike of 
interference from without, but even more to the automobile. The 
American worker escapes to the automobile. ‘So long as they 
have a car and can borrow or steal a gallon of gas, they’ll ride 
around and pay no attention to labor organisation; and if they 
can’t get gas, they’re busy trying to figure out some way to get it ” 
(p. 26). In the worst of the depression, when retail sales were 
falling arywhere from 38 to 85 per cent., the sale of gasoline fell 
only by 4 per cent. The automobile is more than the radio; for it 
demands active attention and affords an outlet for individual skill. 
The radio did this at first, but now it is ‘‘ almost entirely a passive 
form of leisure in Middletown” (p. 263). The Lodges “ have 
been shot to hell by depression ” (p. 285): the Elks have gone 
through bankruptcy. We hear nothing about a co-operative 
store. But the roads are better than ever. 

In the author’s very excellent index, there is no citation under 
“humour.” One feels that in the American scene there is a pro- 
found kindliness which is kept alive in the most depressing cir- 
cumstances by a sense of humour. They grin and bearit. They 
live under the shadow of economic insecurity, owing to their con- 
viction that there is something worse—namely, secured 
dependence. They have not, and do not mean to have, a loafing 
class. They do not, however, live under the shadow of military 
insecurity, and this perhaps is the deepest difference to-day 
between them and us. And their investigators are still able to 
look on the internal scene with much of the detachment with 
which Americans in general regard the turmoils outside America. 

C. R. Fay 


Cambridge. 





NOTES AND MEMORANDA. 


Monety WaGEs In RELATION TO UNEMPLOYMENT 


1. In the last number of the Journal Mr. Kaldor commented 
on a part of my December article with the above title. The 
part in question dealt with the effect on employment of an 
equi-proportional all-round cut in money wage rates in a model 
world, where perfect competition prevails, where fixed capital 
can neither decay nor be created, and where banking policy is of 
such a sort that the stock of money allowed by the banks to exist 
is an increasing function of the rate of interest. I had argued 
that in this model a cut in money wage rates—not carrying with 
it an expectation of further cuts—must, when equilibrium is re- 
established, carry with it an increase in employment, regardless 
of everything else. Mr. Kaldor replied that, besides increasing 
employment, it must also entail (except in a special case) a fall in 
the rate of interest. When I first read his article I thought he 
was wrong; that he had failed to take account of relevant con- 
siderations touching unstable equilibrium. Under a logical rod 
wielded privately by Mr. Champernowne I have become convinced 
that this opinion rested on a fallacy; and I now accept Mr. 
Kaldor’s main contention. It may, none the less, be convenient 
for those who have followed this discussion to have the principal 
implications of it, as I now see them, summarized.? 

2. The fundamental matter is the relation between aggregate 
real income and the rate of time preference of the representative 
man, i.e. of the man who, when our model is in equilibrium, desires 
neither to save nor to dis-save. Since real income—physical 
output—cannot change without employment changing in the 
same direction, an increase (or decrease) in one of these quantities 
must be associated with the same direction of change in the rate 
of time preference as an increase (or decrease) in the other. 
When our model is in equilibrium, 7.e., not in process of transition 
from one level of employment to another, it must satisfy the 
condition of a stationary state, namely that the representative 
man’s rate of time preference—subject to a qualification, which, 


1 I have not been able to follow the reasoning of Mr. Keynes’ short note, which 
preceded Mr. Kaldor’s. But what is said in the following paragraphs about the 
interrelations of money wage-rates, employment and the rate of interest is much 
closer to his general view than the argument of § 10 of my previous article. 
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for the present purpose, Mr. Kaldor and I are both tacitly 
ignoring—is equal to the rate of interest. We have then 
three possibilities: a fall in the rate of time preference, and 
so in the rate of interest, may be associated with (a) a fall, (b) no 
change, or (c) a rise in employment. Our model is supposed, of 
course, to share, so far as it can, the characteristics of the real 
world. We have, therefore, basing ourselves on experience, to 
ask which of these possibilities will in fact be realized. 

3. I can see no reason for thinking that an increase in real 
income will raise any man’s rate of time preference. If at our 
starting point his real income is fairly large, I can equally see no 
reason why a growth in it should lessen his rate of time preference. 
If, however, his real income is small, his attention is likely to be so 
focussed on problems of the moment that he cannot envisage the 
future at all clearly. Thus, while a man with slight tooth-ache 
will consciously balance the inconveniences of an immediate and 
a later extraction, a man with a severe toothache will be able to 
think of little beyond the present pain. It follows that, in a 
mixed community containing men of varying degrees of wealth, 
a rise in employment, and so in the general level of real income, is 
likely to be associated with some fall in the representative man’s 
rate of time preference, and so in the rate of interest. If we 
assume that this is so, it follows that, as between different equili- 
brium positions of our model, employment cannot increase unless 
the rate of interest is reduced; but, whatever happens to any- 
thing else, must increase if it is reduced.* 

4. Given then that employment rises as interest falls, we can 
determine how a cut in money wage rates will affect employ- 
ment if we can determine how it will affect the rate of interest. 
Now, money income is equal to money stock multiplied by the 
income velocity of money, which is the reciprocal of the Marshal- 
lian k, i.e., of the proportion of their real, and so of their money, 
income that people choose to hold as money stock. Banking 
policy, we have postulated, is such that money stock is an 
increasiug function of the rate of interest.2 The Marshallian k 

1 Where r is rate of interest, p rate of time preference and y real income, 
what has been said may be expressed by the propositions 

(1)r=p 
(2) < is negative. 
Therefore a is negative. 

2 Of course, as I said in my article, if a different banking policy were postulated, 
different results would follow. If, for example, the stock of money were made to 
vary proportionately with marginal prime costs, a cut in money wage rates could 
never have any effect on employment. 
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depends on business habits and on the distribution of income 
between people whose incomes are paid at long and at short 
intervals, being smaller (and income velocity, therefore, larger) 
the bigger is the proportionate share of income accruing to wage- 
earners. On this basis, given that employment rises as interest 
falls, it can be proved that, if marginal prime cost consists wholly 
of wages with no interest element (i.e. if the period of production 
of consumption goods is negligible), and if the distribution of 
income is unaffected, a cut in money wage rates must entail a 
fall in the rate of interest. If these conditions are not satisfied, 
there are forces working against that result; and it may fail. 
It will not fail, however, if (1) marginal prime cost and money 
wage cannot move in opposite directions when employment 
changes and (2) if the distribution of income between wage- 
earners and non-wage-earners alters only slightly when employ- 
ment changes. The first condition is practically certain to be 
satisfied ; its failure would imply that a small percentage cut in 
money wages entailed an enormously larger percentage increase in 
the rate of interest. As for the second condition, there is evidence 
for a number of countries that, over long periods, during which the 
proportionate quantities of labour and equipment have altered 
substantially, the proportionate shares of income which these 
factors have respectively enjoyed have remained very nearly con- 
stant. Thus, for England, Dr. Bowley found that the share going 
to property has been remarkably stable for a long time at about 
37% of the whole. Professor Douglas has obtained similar results 
for other countries. These facts suggest that variations in the 
quantity of equipment—quantity of labour remaining constant— 
and vice versa, do not significantly affect the proportionate shares 
enjoyed by capital and labour. I infer that in my model world 
also variations in the volume of employment, with equipment 
constant, may be expected to leave the proportionate share 
accruing to labour substantially unaltered. Both the requisite 
conditions are thus fairly certain to be satisfied. We may con- 
clude, therefore, that, within the framework of our model, a cut 
in money wage-rates is fairly certain to entail a reduction in the 


1 When r increases and p remains unchanged, k is also smaller the larger is r. 
But, when r and p both move together, as they must do as we pass from one 
stationary state to another, the effects of the two movements cancel out. There- 
fore, for the purpose of the present argument, k cannot, I now think, contrary to 
what I wrote in December, properly be said to depend directly on the rate of 
interest. But, whether this is so or not, the conclusions that follow are not 


affected. 
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rate of interest, and so an increase in employment.? In the sense 
that it would not entail an increase in employment unless it 
entailed a reduction in the rate of interest, we may properly say 
that it acts on the volume of employment through the rate of 
interest. 

5. In some circumstances the rate of real wages will be reduced 
as a part of the general movement. But, if in the initial situation 
a good deal of equipment, as well as of labour, is idle, increased 
employment need not be accompanied by diminished marginal 
(physical) returns; so that the rate of real wages need not fall. 
For this it is not necessary that the equilibrium should be neutral. 
Thus we must not say, as I said in December, that, apart from 
cases of neutral equilibrium, the cut in money wage rates acts on 
employment through the rate of real wages. 

6. There is one more point. Ifa reduction in the rate of interest, 
equal to that due to an assigned cut in money wages, were brought 
about instead by a change in banking policy, t.e. by the substitu- 
tion for the original of a new function connecting the stock of 
money allowed by the banks with the rate of interest, employ- 
ment would be increased to the same extent. A wage cut and a 
change in banking policy are thus alternative ways of inducing 
that change in the rate of interest which must occur if employ- 
ment is to increase in any assigned measure. It is important, 
however, to realise that a “change in banking policy” is not 
simply another name for a change in the rate of interest.” 


1 Write w for money rate of wages, x for employment, F(x) for output 
(real income), r for rate of interest per period of production, f(r) for money 
stock and V for income velocity. The condition for marginal prime cost to 
be equal to selling price, which is required for equilibrium, is then: 


_ F(z) 
(1 +e =F) S(r).V 
Differentiating to r, we obtain from this 


d _ da d/(F’ eee F’ dV 


In its general form this equation does not make = necessarily positive when -_ 


is negative. On the assumptions, however, (1) that - has the same sign as 
CY is negligible it does give that result. 

* The point can be made obvious algebraically thus. For our system to be 
in equilibrium we have, with the notation used previously, the following 
conditions :— 


fa +r) w and (2) that 


Ql) (l+r)w= ey -f(r).V.: i.e. marginal prime cost = selling price. 
(2) r= op. 
(3) p= ¥(z). 


(4) V = $(z) or, perhaps ¢(z, 7). 
(5) w= C. 
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7. Our main conclusion that, within the framework of our 
model, a cut in money wage rates will lead to a new equilibrium 
situation in which employment is larger, and the rate of interest 
lower, than before, depends, it will be understood, on the factual 
proposition that the representative man’s rate of time-preference 
falls as aggregate real income increases. If it were independent 
of aggregate real income, a cut in money wage-rates would increase 
employment, while leaving the rate of interest unchanged. If it 
rose as real income increased, such a cut would lead in some 
conditions to an increase both in employment and in the rate of 
interest; in other conditions to a decrease in both. Since, how- 
ever, we have decided that in fact the representative man’s rate 
of time-preference falls as real income increases, these possibilities 
do not interest us. 

8. As Mr. Kaldor has shown, it is possible to extend an algebraic 
analysis of the type used in the study of our model to conditions 
nearer to real life. But I will not now follow him into that 
field. There are difficulties, connected with the relation between 
real and money rates of interest, which are not present in our 
model problem and to which I should like to give further 
thought. A. C. Picov 


King’s College, 
Cambridge. 





ANOTHER NoTE oN THE Law oF Drm isHine ELASTICITY 
OF DEMAND 


THE purpose of this note is to add a few more to the quali- 
fications of Mr. Harrod’s Law introduced, in this JouRNAL,! 
by Mr. Bretherton. The following remarks have arisen not from 
theoretical speculation on the Law, but from an observation of 
conditions among unemployed men, and they spring from the 
feeling that in the discussion on the Law there has been undue 
neglect of the fact that the increase in incomes during a boom 
(which is at the basis of the Law ”) is largely concentrated on the 





We thus have five equations and five unknowns, so that the whole system is 
determinate and interlocked. We can obtain new values for r and z by changing 
equation (5) into w= C’: or, alternatively, we can obtain the same new values 
for them by substituting for the function f an appropriate different function, 
say y. But we cannot operate on x by simply changing r, while leaving both 
w and f unaltered, unless, of course, we alter appropriately one of the other 
functions. 

1 September 1937. 

2 It may, of course, be that the greater security of employment or the wave 
of optimism during the boom is the basis of more reckless expenditure, but in 
fact Mr. Harrod builds his case on the rise in incomes. 
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previously unemployed part of the working population. As to 
the other sections of the population, there are some who gain in 
real income and to whom the Law might, therefore, apply; but 
others are equally certainly losing in real income. It is the 
re-employed population whose spending habits are of decisive 
importance for the behaviour of the elasticity of dermand in the 
course of a boom. 

Among the factors governing the spending habits of the 
re-employed we find two in particular, which seem in their 
combination to be a powerful force working in a direction opposite 
to that indicated by the Law, i.e. increasing the elasticity of 
aggregate demand as the boom progresses. 

The first of these factors is the heavy indebtedness of unem- 
ployed families with their corner shop or several shops. The 
grocer holds in many cases his unemployed debtor in a very 
tight grip. Trouble is ahead for the unemployed if he should 
be found out, perhaps only from the frequency of his purchases, 
to have transferred his custom to another shop. Many 
unemployed men’s wives have a story to tell of how they have 
inferior and expensive stuff forced on them under the pressure 
of their debts. On re-employment the arrears are cleared, but 
this is a very slow process. As the debt diminishes the house- 
wife will breathe again, be free to look round and to transact her 
business where she believes she gets the best value for her money. 
Similarly, the system of clothing clubs under which unemployed 
families get clothing forced on them which, as they know very 
well, they could get better and cheaper elsewhere, is unavoidable 
during unemployment, but the same man in receipt of a wage 
will be free again to buy his and his family’s clothes when and 
where he thinks it most advantageous to him. 

The second factor is the changing age distribution of the 
re-employed as the boom goes on. For the present boom at 
least, it is possible to compile from figures published at certain 
intervals by the Ministry of Labour! a clear demonstration of 
how the boom is gradually leaking through to the middle-aged 
and elderly unemployed. 

It can be clearly seen that re-employment is drawing more 
and more on the men over 30, compared with the early stages of 
the boom. Now, under a dole system on a family basis 
with special allowances for any dependent, the difference between 


1 In the Ministry of Labour Gazette. For the compilation of the following 
table, the July 1935, February 1936, August 1936, and December 1936 issues 
have been used. 
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Acre DisTRIBUTION OF UNEMPLOYED Men Gorne OFF THE 
REGISTER 1 
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18-20 tf.) 78 
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45-54 13-9 | 15°5 115 
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a dole and wage per re-employed man tends to decrease, as the 





middle-aged men with more dependents are being increasingly 
re-absorbed. In a sample of 1000 long-term unemployed 
clients of the Unemployment Assistance Board, taken in 
November 1936, the average weekly dole increased from 
19s. 8d. for the men under 25 years, 26s. 7d. for the men between 
25 and 34 years, 30s. 5d. for men between 35 and 44. Then it 
fell back to 25s. 3d. for men of 45-54 years, and 23s. ld. for men 
of 55-64 years, but even for the elderly and old men the dole 
was still higher than the young men’s. 

To put our case in a somewhat extreme form: At the 
beginning of the boom a high proportion of the additional income 
is spent by the single young man of 19, for whom re-employment 
means a windfall addition of £2 to his weekly dole of 17s. (or at 
any rate, even if we let him be married with a little child, not less 
than £1). His expenditure can in many cases be shown to be 
inconsiderate and reckless as a consequence of this violent 
change in his circumstances. In the later stages of the boom, 
more of the additional income is spent by the family man of 
35 or 40 for whom re-employment may mean an additional income 
of perhaps 5s. or 7s. 6d.2. There is not very much reason to assume 
or evidence to show that this comparatively small addition to 
the weekly income for a large family leads to a relaxation of the 
care and reluctance with which the scanty income is spent. This 




























1 “ Going off the Register’ is not the same thing as re-employment, as it 
includes also death, becoming an Old Age Pensioner, passing on to another age 
group, etc.; but the variation in the percentages for the various age-groups may 
be taken as establishing well enough the factor on which our argument is built. 

? This is an ordinary case if the expenses incidental to work are taken into 
account. In some cases the family may actually be worse off after re-employ- 
ment than before. 
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second factor has, incidentally, further important consequences 
for the course of the trade cycle, but we need not elaborate this 
here. 

Whatever the importance of this reinforcement of Mr. Brether- 
ton’s artillery, even from his original supply the Law must seem 


under heavy fire. 
H. W. SIncER 


Economics Research Section, 
Manchester. 





Toe NaTIONAL INstITUTE oF Economic AND SocraL RESEARCH 


The formation of a National Institute of Economic and Social 
Research with its offices at 32, Gordon Square, London, W.C.1, 
has been announced. It is being supported by grants from the 
Sir Halley Stewart Trust, the Trustees of the late Viscount 
Leverhulme, the Pilgrim Trust and the Rockefeller Foundation 
and the following have agreed to become Governors: Sir Percy 
Alden, Sir William Beveridge, Professor A. L. Bowley, The Hon. 
R. H. Brand, Professor A. M. Carr-Saunders, Mr. Henry Clay, 
Sir Walter Citrine, Dr. W. H. Coates, Sir Andrew Duncan, Sir C. | 
Grant Robertson, Professor T. E. Gregory, Professor N. F. Hall, 
Mr. H. D. Henderson, Sir Hector Hetherington, Sir James Irvine, 
Mr. J. M. Keynes, Sir Frederick Leith Ross, Mr. C. Lidbury, Mr. 
G. I. H. Lloyd, Professor D. H. Macgregor, Dr. J. J. Mallon, Sir 
Archibald Page, Professor A. C. Pigou, Lord Riverdale, Mr. D. H. 
Robertson, Sir Arthur Salter, Professor W. R. Scott, Mr. I. M. 
Sieff, Sir Ernest Simon, Sir Josiah Stamp, Mrs. B. Wootton. 

The Councils of the Royal Economic Society and of the Royal 
Statistical Society have each been asked to nominate a member of 
the governing body. 

A statement issued by the Organising Committee calls 
attention to the inadequacy of the facilities for research in the 
Social Sciences as compared with those in the Natural Sciences, 
and of the great increase in the number of students of Economics 
and related subjects since the War, and the consequential diffi- 
culty of giving to University teachers in the Social Sciences both 
adequate leisure and reasonable facilities for research. In 
addition to carrying out its own programme of research, the 
promoters of the Institute hope that it will be able to do something 
to make good these deficiencies. 
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The Provisional Governing Body has accordingly defined the 
functions of the Institute in the following terms : 


(a) To conduct research either by its own regular staff or 
by other persons temporarily associated with it, into the facts 
and problems of contemporary human society ; 

(6) To provide assistance and facilities for research to 
members of University staffs and others ; 

(c) To apply for funds in aid of such research both for use 
in its own work and for allocation to other bodies and persons 
conducting approved research in consultation with it ; 

(d) To collaborate with any similar institutes or organisa- 
tions in other countries with a view to securing comparative 
study on similar lines of common problems ; 

(e) To publish or to assist in the publication of the results 
of researches subject to adequate safeguards for the impartial 
and scientific character of these publications. 


Professor N. F. Hall has been appointed Director of the new 
Institute, and will take up his duties on April Ist, 1938. It is 
hoped in a later number of the JouRNAL to make a more detailed 
announcement of the methods of work which the Institute proposes 
to adopt and details of its initial research programme. 





OFFICIAL PAPERS 


Report of the Commissioner for the Special Areas in England and 
Wales for the Year ended 30th September, 1937. (H.M. 
Stationery Office, 1937. Pp. xii + 209. 3s. 6d.) 

Report of the Commissioner for the Special Areas in Scotland for the 
Period 7th July 1936 to 31st August 1937. (H.M. Stationery 
Office, 1937. Pp. 76. 1s. 3d.) 


Tue two reports for the Special Areas in England and Wales 
and in Scotland cover the work of the Commissioners for the year 
ending in the third quarter of 1937. They run strangely true to 
type. Sir Malcolm Stewart, the first Commissioner for England 
and Wales, established a precedent for critical and forthright 
speaking which must have been embarrassing to the Government 
appointing him, but which has been instrumental in obtaining for 
the Special Areas more generous and expeditious treatment than 
at one time appeared likely. Sir George Gillett, his successor, 
maintains the tradition by refusing to confine himself in his report 
to a bare recital of his activities, and by insisting that the State 
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policy in the Special Areas must be looked upon as an experiment 
in the social control of location of industry and in the most 
efficient method of harnessing and co-ordinating the activities of 
the various types of public authorities in the treatment of un- 
employment. Sir George is convinced that the principle of 
laissez faire must be considerably restricted. “ It is no easy task 
to persuade industries to come to some of (the Special Areas), 
which makes me ask the question whether it is right that whole 
districts should be ruined without industry being liable for some of 
the ruin they have created . . . it has at last been conceded that 
matters which concern the welfare of many thousands of our 
fellow-citizens are properly to be considered in relation to their 
social and broad economic consequences as well as in relation to the 
profit and loss account of the individual concern . . . a firm which 
deserts old industrial sites is frequently bankrupt, and cannot 
itself clear the site before it leaves, but I trust that a repetition of 
such tragic relics may be avoided, either by a system of compulsory 
insurance or by putting responsibility for clearance on the industry 
asa whole.” And he has thought clearly about the administrative 
difficulties encountered where special machinery is set up to deal 
with cases of extraordinarily severe or intractable unemployment. 
He, as Sir Malcolm Stewart, found that the orthodox administra- 
tion of the numerous Government Departments with which he 
had to deal, was making for considerable delay, and he was 
successful in setting up a Special Areas Departmental Committee 
which, meeting regularly, has resulted in swifter action. He 
appears to have been much perturbed by the tardiness of Local 
Authorities in putting approved public work schemes into opera- 
tion, and he wisely draws the conclusion that this factor should 
always be taken into account in the pre-planning of public works 
to meet cyclical fluctuations. Indeed, the impression is created in 
both reports that Local Authorities have, on occasions, been 
unhelpful or obstructive in the framing of policies for large 
industrial regions. 

The present Scottish report, on the other hand, like those 
which have preceded it, is singularly unimaginative and arid. 
There is no indication here that the Commissioner is empowered to 
conduct social experiments on a large scale; there is no effort to 
garner, for use at other times and in other places, the fruits of 
experience as to the relative merits of the various schemes which 
have been put in hand. Sir David Hay has very little to suggest 
for the industrial revival of the Scottish area beyond the extended 
utilisation of coke oven gas for town’s purposes, which surely 
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would have but a microscopic effect upon employment, and the 
encouragement of the utilisation of “oil from coal processes,” 
which might increase the employment in the coal-mining industry, 
but might very well reduce employment in the Clyde shipbuilding 
industry by still further restricting world trade in oil. 

Within the past two years both the character and the treatment 
of unemployment in the Special Areas have been considerably 
modified. The volume of unemployment has fallen. Between 
September 1936 and September 1937 the number of persons 
registered as unemployed in the Special Areas of England and 
Wales fell by 25 per cent., each area showing considerable improve- 
ment. In the Scottish Special Areas the live register fell from 
71,000 in the middle of 1936 to 58,000 in the middle of 1937. 
Unemployment rates still, of course, remain high, and about one- 
fifth of the insured population is still without work in the Areas. 
The incidence of unemployment is also changing. The English 
Commissioner, in particular, speaks of the increasing proportion of 
older men on the live register. Between May 1936 and May 1937 
59 per cent of the unemployed men were over 35 years and 18 per 
cent were over 55 years; by May 1937 these proportions had in- 
creased to 64 and 21 per cent. respectively. And unemployment 
tends to be progressively concentrated among those who have been 
out of work for long periods. In the English Areas, changes in 
population have been going on which provide automatic relief for 

‘their social problems. There was a net decline of population 
between 1934 and 1936, partly due to a substantial migration rate, 
but partly due to the fact that the rate of natural increase is falling. 
“The Special Areas in England and Wales are rapidly losing the 
high rate of natural increase in population hitherto characteristic 
of them and are gradually approaching the average rate for the 
whole country.” In the Scottish Area, on the other hand, it is 
surprising and, indeed, disturbing, to find that between 1931 and 
1936 the population increased by nearly 4 per cent., and that there 
was actually a net inward migration, for, according to the Com- 
missioner, although a number of people had been transferred by 
the Ministry of Labour or had migrated, this reduction was more 
than counterbalanced by the return of emigrants from overseas. 

But the more interesting changes are not so much in the 
magnitude of the problem to be faced as in the results of the recent 
efforts made by the State to foster new industries in the Special 
Areas. The Government, after long declaring that it would be the 
basest treason to interfere in any way with the location of 
industry under private enterprise, by the Special Areas (Amend- 
ment) Act, 1937, very much strengthened the power of the Com- 
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missioners in inducing new factories to establish themselves in the 
Areas. Under that Act the Commissioners now have the power to 
erect and let factories (this, of course, in addition to the Trading 
Estates already set up on the North-East Coast and in South 
Wales) and to meet, for a period, a part of the rent, income tax or 
rates of new firms established. The Treasury under the same 
Act may provide financial assistance by way of loan to concerns in 
the Special Areas. As a result of the sporadic steps taken, under 
the pressure of public opinion, we now have a most curiously 
entangled and overlapping group of organisations empowered to 
encourage new firms to go to the Areas. A business man 
inclined to set up a factory will have the help, sometimes of a 
tangible kind, and advice of the Local Authorities and the Local 
Development Councils; he may receive financial assistance from 
the Nuffield Trust; under the Act of 1937 he may be allowed to 
rent, from the Commissioner, a new factory on very favourable 
terms and to obtain relief from rent, income tax and rates. He 
may receive financial assistance from the Treasury under Section 
6 of the 1937 Act. He may receive loans from the Special Areas 
Reconstruction Association. He may obtain a modern factory on 
easy terms in one or other of the Trading Estates. In any case he 
will operate in districts where the rate burden has been lightened 
by the Local Government Act (1937). There would be no point 
in seeking simplicity for its own sake, but the present mixture of 
bribes and baits appears unnecessarily cumbrous and, if the 
problem of the Areas is to be regarded as a long distance problem, 
some consolidation appears to be called for. 

It is impossible yet to determine what influence these 
inducements are likely to have upon the location of industry and 
the Commissioners do not commit themselves here. A relatively 
small number of firms have as yet fallen for the bait, but it does 
appear desirable, and this the Commissioners appear to have in 
mind, that the available finances should be used freely to support 
industrial growth from within the areas, as well as to encourage 
entrepreneurs to move their location or to establish branch plants 
within the Areas. And an attempt should be made, for each con- 
cern established, to determine the relation between the reliefs 
granted and the cost of production, since this measures the 
strength of the attractive power of the inducements now offered. 
This might throw a good deal of light upon the importance of 
various location factors and enable us, in the future, to adjust 
inducements to the nice degree at which neither too much nor too 
little is being offered to bring about the required results. On the 
surface it appears that, if the present abnormal advantages of the 
No. 189.—vou. xXLvm. L 
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Areas do not produce a substantial crop of industrial growth, it 
will mean either that the real locational disadvantages of the 
Areas are very great, in which case a policy of transferring popula- 
tions would be indicated, or that location is highly irrational, in 
which case compulsion might be legitimately applied. 

There is one curious omission in both reports, an omission to be 
remarked even in earlier reports. If one asks the question, how 
far since 1934 has it been possible to diversify the industries in the 
Areas, t.e. what is the net effect of the activities of the Com- 
missioners, no answer is available. Some of the recent improve- 
ment has taken the form of the expansion of the older exporting 
industries which, one would suppose, will collapse again under 
another depression. And clearly the Special Areas are never likely 
to provide a fairly stable body of employment unless new industrial 
growth can be grafted on to the old. How far have the Areas 
revived as a result of a new dose of the original poison, depen- 
dence upon the heavy exporting trades, and how far is their 
resuscitation the product of increasing employment in the lighter 
industries less susceptible to fluctuations? This appears to be a 
vital question, and it is one which could be settled by the 
examination of a few figures. It would be useful if the Com- 
missioners could add such statistics to the valuable statistical 
appendices which they now present. 

It is impossible to refer in detail to each of the varied group of 
experiments for which the Commissioners are now responsible. 
The English report, at many points, throws up rich raw material 
for the economist and sociologist. The formidable economic and 
psychological obstacles encountered in placing people on the 
land; the social reactions of transfer of labour; the relation 
between new capital expenditure and employment; the effects of 
special price reductions in milk upon the volume of demand—light 
is thrown, very often as an aside, upon these and many other 
topics. 

But the general impression left by the Reports is that the 
Commissioners’ experiments are just beginning to enter upon their 
most valuable stage, at which past expenditure may begin to yield 
long-distance results and the State may begin to draw from those 
results principles of value, both as to future operations in the 
Areas and as to wise courses in State policy in meeting unemploy- 
ment and controlling location of industry. 

JOHN JEWKES 

The University, 
Manchester. 
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Transport Advisory Council : Report on Service and Rates. (H.M. 
Stationery Office, 1937. Pp. vi + 60. Is.) 


THE Road and Rail Traffic Act of 1933, following upon a 
recommendation of the Final Report of the Royal Commission on 
Transport, established a ‘‘ Transport Advisory Council” to give 
advice and assistance to the Minister of Transport. 

This report is intended to provide the first steps towards that 
co-ordination of transport which, in the opinion of the Council 
(and of every official body which has sat upon the question), is 
required if “‘ unnecessary overlapping of services and uneconomic 
competition is to be avoided, and each form of transport is to be 
used to the greatest national aavantage.”’ 

The Council consider, rightly, that co-ordination will be 
achieved better by ensuring fair competition between alternative 
services, leaving the trader the right to choose whatever form of 
transport suits him best, than by any attempt to dictate the services 
which shall be provided by each form of transport. In the 
Council’s opinion, fair competition requires equality of wages and 
stability of rates. Railway rates already are controlled and 
stabilised. Road charges must be similarly stabilised, and then 
voluntary agreements can be concluded between road and railway 
interests to regulate charges for road and railway service. In this 
way, ‘‘ the greatest possible degree of co-ordination will be secured, 
since each form of transport will tend to carry those traffics for 
which it is best suited.” 

A scheme for the regulation of wages in the road-haulage 
business has already been suggested in the Baillie Report (Report 
of Committee on Regulation of Wages and Conditions of Service in 
the Road Motor Transport Industry (Goods), Cmd. 5440, 1937). 
The main question taken up in this report is therefore the stabilisa- 
tion of road-transport rates. The scheme proposed is this. 
Statutory Committees representative of the hauliers in each 
Traffic Area are to agree upon rates for their areas. These rates 
are to be approved and enforced by an official appointed by the 
Ministry of Transport, the Area Rates Officer. The obligation to 
charge these agreed rates is to be made a condition of the licence, 
which may be revoked or suspended in cases of persistent and 
wilful breach of this condition. Finally there is to be a central 
Road Rates Tribunal, representative of traders and the industry, 
to co-ordinate the activities of the Area Committees and to hear 
appeals from decisions of the Area Rates Officers. Representation 
of traders is provided by giving them access to the Area Rates 


Officers and to the Road Rates Tribunal. 
L2 
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The Report also deals briefly with canals and coastwise 
shipping in the plan of co-ordination. 

The major defect of the Report is the proposal to leave the 
relationship between railway rates and road charges, once 
stabilised, to voluntary agreements between the parties. It isa 
reasonably well accepted fact to-day that the root of the problem 
of road-rail competition lies in a fundamental difference of rate- 
making. Railway rates depend in part upon the value of the 
article carried, road charges do not. As the memorandum sub- 
mitted by the British Road Federation, representing road interests 
(Appendia V), quite rightly points out, this difference of practice 
has far-reaching consequences. It is indeed mainly responsible for 
that diversion of the more valuable, and therefore highly rated, 
traffics from rail to road, which is the railway companies’ chief 
grievance.! To stabilise a system of road charges based on the 
existing practice of road hauliers is to make the hope of voluntary 
agreements on rates between rail and road slender indeed. The 
railway companies in their memorandum (Appendix I, § 9) 
consider that any co-ordinated system of charges must recognise, 
amongst other things, the value of the goods; the road interests 
are equally emphatic that such a classification is entirely unsuited 
to the road-haulage business (Appendix V, § 10), an opinion with 
which the Council agree (Report VII, (2)). In these cir- 
cumstances, agreements, even if they are concluded, could only be 
agreements to stabilise certain differences between road and rail 
rates. Such agreements would simply continue the present posi- 
tion, which neither party apparently regards as satisfactory. 
“ Unnecessary competition ” might be avoided, but there would 
hardly be “‘ co-ordination ’ unless co-ordination means merely the 
absence of competition. In effect, there would be two rates for 
the same service—depending upon whether the goods were carried 
by rail or road—and an agreed, but quite arbitrary distribution of 
traffic. To obtain any real agreement upon rates in the sense that 
the same rate is charged for the same service, irrespective of 
whether road or rail is employed, road and railway charges must be 
based upon the same principles. Either the railway classification 
or something like it must be imposed on the road haulier, or the 
classification must be abolished and consideration of the value of 
the goods removed from railway rate-making. These are 
admittedly large issues, but an answer to the question whether 
railway rates or road charges are to be the model is a necessary 


1 See “Economics of Road-Rail Competition’? by the present writer, 
Economic Journal, June 1933. 
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preliminary to any discussion of the co-ordination of road and rail 
transport. This question, unhappily, the Council never asks. 

The Report suggests that the Area Committees who are to 
agree upon the road charges should be made up of hauliers alone. 
The trader does not take part till the rates come up for approval 
before the Area Rates Officers or the central Road Rates Tribunal. 
Many traders will consider that this opportunity to participate is 
inadequate. There is danger, too, that two systems of stabilised 
and controlled rates, interlinked by voluntary agreements, may 
produce a structure of transport charges altogether too inelastic 
and inflexible. But these criticisms are not fundamental, and can 
be met by suitable adjustments of machinery. 

The Report recommends that road rates should be published 
and kept open to inspection. The British Road Federation points 
out the complete lack of information or statistics about the road 
haulage business, and asks first of all that information be collected 
here, such as that assembled by the American N.R.A. code 
authority. Both of these are excellent suggestions, and it is to be 
hoped that they at least will be implemented, the latter 
particularly, without loss of time. 

The Report follows very closely the suggestions of the 
British Road Federation. That body is itself an association of 
associations. In effect, the Council is recommending that the 
road haulage business be placed in the control of the trade 
associations, and that this control be statutorily enforced. 
Associations have never been successful in the road transport 
business, not only because of the very large number of very small 
units which form the industry, but also because of the type of 
man in the business. The Council’s scheme will certainly help 
the associations to tighten their hold over the industry, and 
enable them to control by force majeure the small haulier who 
undercuts the rates of the bigger men, and is the main reason 
why the railway companies cannot come to terms with the goods 
side of road transport as they have already done with the bus 
and coach operators. It is perhaps significant that, in return for 
accepting this measure of self-government, the railway companies 
are prepared to offer a quid pro quo; less opposition to applica- 
tions for licences and possible agreement upon a longer licence 
period. (Report VII (10) ). 

It is to be hoped very much that no precipitate action be taken 
along the lines suggested by the Council. As an immediate object 
of legislative activity, there are the excellent proposals made by 
the Baillie Committee for the regulation of hours and conditions of 
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work in the road transport business. Let those be implemented 
first and some at least of the grievances of the railway companies 
and the reputable hauliers would thereby be removed. In the 
meantime, the fundamental issue to be decided is whether trans- 
port charges as a whole are to be classified by value or not. With 
that question answered, schemes of true “ co-ordination ”’ can 


then be evolved. 
GILBERT WALKER 


University of Birmingham. 





OBITUARY 
G. W. DANIELS 


Tue death of George W. Daniels on December 17, 1937, has 
robbed the University of Manchester of one of its richest personali- 
ties and most devoted servants and the science of Economics of one 
of its sanest scholars. Daniels was born of working-class parents 
in Lancashire on January 2, 1878. His academic career began 
late. It was not until he was 27 years of age that, through the 
adult education movement and the generosity of a private bene- 
factor, he was able to go to Ruskin College fora year. He returned 
to graduate in Economics at the University of Manchester. His 
subsequent rise was rapid. He was appointed Reader in Adminis- 
tration in the University in 1920; Professor of Commerce in 1921 
and Stanley Jevons Professor of Political Economy in 1927. 

He was not a prolific writer. Like many others who were at 
Manchester at the time, he fell very much under the influence of 
Unwin, and his reputation was established by his book The Early 
English Cotton Industry, an important addition to our knowledge 
of the Industrial Revolution, and one which did much to place the 
events at the end of the eighteenth and the beginning of the nine- 
teenth centuries in their right proportion in the great stream of 
social and economic changes of the past three centuries. Eco- 
nomic history, indeed, remained Daniels’ deepest interest until 
his death. It is one of the tragedies of his passing that his early 
death, and the increased burden of University administration in 
the past seven years, have robbed us of the fruits of his patient 
research and matured judgment. As Professor of Commerce he 
devoted much time to the realistic study of contemporary move- 
ments in the cotton industry. His writings appeared in scattered 
articles in the records of the Manchester Statistical Society, the 
Journal of the Royal Statistical Society, the Economic JoURNAL 
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and the London and Cambridge Economic Service. The diagnosis 
of the fundamental issues confronting the post-war cotton industry 
in Lancashire owes a great deal to his pioneer efforts, and the 
industry rapidly came to look upon him as a shrewd, if somewhat 
pessimistic, counsellor from whom they would get no sympathy for 
short-cut remedies, but whose views had an odd way of coming 
true with time. He understood his industry and the men in it. 
In practical affairs he was able to eke out the lessons of theory 
with a massive common sense, a penetrating shrewdness, and a 
reluctance to be swept away by contemporary opinion, which 
made realistic economics for him an art rather than a science, and 
brought to him a rare insight into the complexities of economic 
society. As Stanley Jevons Professor, most of his work appeared 
in the Manchester School, a journal which he originally established 
for the ventilation of the views of past and present students of his 
Department. In pure theory he was probably less happy than in 
other fields. He under-emphasised the significance of recent de- 
velopments ; many of the later theoretical refinements he believed 
were merely ploughing into sand, but towards the end of his life his 
preoccupation was not so much with the trend of economic theory, 
but with the failure of those interested in the measurement of 
economic phenomena and in empirical research to provide for the 
objective verification and amplification of theoretical work. 

The steady growth of the Department of Economics, Commerce 
and Administration in the University in the past decade was 
largely the result of his sagacity and far-sightedness. He might 
have appeared to many who knew him only superficially, or who 
met him in casual conversation, where he delighted to put his views 
in the most extreme form, as a bundle of prejudices and a limited 
mind. But the truth is that he was an omnivorous reader in every 
branch of the social sciences. He wasareally learned man. Most 
mornings he would rise at 5 a.m. and read solidly for two or three 
hours before others were about. And he was, in consequence, 
keenly sensitive to the directions in which his science was moving, 
and able to re-direct the activities of his own Department to 
meet them. In 1927 he established a degree course in Public 
Administration—the first and still the only course of its kind in the 
country—believing that the social sciences would in the future be 
more and more concerned with the relation between the Central 
and Local Authorities and the economic system. The rapid 
expansion of that Department has justified what seemed then a 
risky and debatable step. In 1932, becoming increasingly con- 
vinced of the value of the objective approach to economics, he 
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established the Economics Research Section as a centre for the 
quantitative examination of economic phenomena. He himself 
would often put it that, as an economist, ‘‘ he wanted to be in a 
position to look the natural scientists in the eye.’”’ His mind 
belied his appearance, for he was, in fact, quick-thinking and swift 
in action, and it can hardly be doubted that in encouraging work 
on the realistic side in economics he was leaving a fruitful legacy to 
his Department and his University. 

His qualities made him a first-rate administrator and a 
successful negotiator. The history of the University shows no 
figure more influential in University affairs. It is not easy to 
diagnose the cause of his greatness. But he embodied the tradi- 
tion of the place; he was universally trusted; it was axiomatic 
that in any policy which he followed he was thinking in long terms 
of the strength and stability of the University, and not of his 
Department or of himself. He was consistent in outlook. He was 
ever vigilant for the independence of University thought and 
speech. Perhaps these qualities explain the implicit reliance 
which others placed in him. Or perhaps the secret lay in the 
strength and force of his character, which made it easy for him to 
override opposition among his equals or superiors in the academic 
hierarchy, although no man was more sensitive in his relations 
with subordinates. And his skill in industrial negotiation has 
become a by-word. He could match tenacity with tenacity, 
patience with patience, and he was never more elated than when 
he was able to bring conflicting parties to agreement without 
having to use his casting vote. 

But it is of the man, and not of his learning, that one would 
most wish to speak. He was a provincial in the grand manner. 
Lancashire and Manchester and Manchester University, he 
believed, had something rich and peculiar to give to the world. 
We must not seek, he often argued, to act as pale shadows of others. 
The social stability and political balance of the country depended 
largely on the existence of strong provincial centres of intellectual 
activity and political thought. He was born, and remained, a 
man of the working people. To the end he lived in a working-class 
district. To the end he retained his interests in working-class 
education movements. And what leisure he had was devoted to 
the sharing of the simple and common interests of the mass of the 
people. He was a great democrat and a great liberal. He shared 
with Unwin a suspicion of the encroachments of the activities of 
the State, and a passionate belief in the value of free and voluntary 
associations among individuals as the only secure basis for orderly 
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social progress. He fought against the modern obsessions regard- 
ing the advantages of size. He stood for the small unit and for 
organic growth against the planners. 

And therein lies some consolation at his death. For the last 
ten years he bore a heavy burden of fairly constant pain. But 
what really darkened his later life was the sight of a world drifting, 
through the pursuit of political and economic policies of which 
he profoundly disapproved, to what he regarded as an almost 
inevitable cataclysm. That tragedy he, at least, has escaped. 
And if the rules of reason are to be re-established quickly enough, 
and if the world is indeed spared what he most feared for it, his 
influence in the circle of interests to which he devoted his life will 
have contributed something to that happy possibility. 

Manchester. JoHN JEWKES 





CuRRENT Topics 


Tue Library Committee of the London School of Economics 
has agreed to offer complete sets of A London Bibliography of the 
Social Sciences to members of the Royal Economic Society at 
special reduced terms. The Bibliography is the subject catalogue 
of the British Library of Political and Economic Science, the 
Goldsmiths’ Library, the Libraries of the Royal Anthropological 
Institute, the Royal Institute of International Affairs, the Insti- 
tute of Industrial Psychology, the collection of pamphlets at the 
Reform Club, together with certain special collections elsewhere. 
It was published in four volumes in 1931-32. It covered about 
600,000 works, alphabetically arranged under subjects based on 
the Library of Congress List of subject headings, including in the 
fourth volume an alphabetical author index and lists of periodi- 
cals. A First Supplement including additions to the same 
libraries in the period June 1929 to May 1931 was published in 
1934, and a Second Supplement with additions in the period 
June 1931 to May 1936, to the British Library of Political and 
Economic Science, to the Edward Fry Library and to the Geld- 
smiths’ Library was published in 1937. 

The present prices of the original four volumes and of 
the two supplements are respectively, 6 guineas, 1 guinea and 
£3. The complete set is offered to Members of the Royal 
Economic Society at the price of £7, or excluding the Second 
Supplement, at a price of 4} guineas. Applications should be 
made, prior to 3lst July 1938, to: The Assistant Secretary, 
Mr. §. J. Buttress, 6 Humberstone Road, Cambridge, accom- 
panied by a remittance. 
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DECEMBER, 1937. Comparability versus Change : V.D. REED. The Whole 
Duty of the Statistical Forecaster: R. W. Burcess. Construction Costs 
and Real Property Values: F. R. GARFIELD and W.M. Hoap. Revised 
Method of Calculation of the Bureau of Labor Statistics Wholesale Price 
Index : J. M. Courts and 8. J. Dennis. Some Adjustments in Census 
Data on Unemployment : D. D. Humpurey. 


The American Economic Review. 


DECEMBER, 1937. Excise Taxes as a Substitute for Tariffs : C. R. WHITTLE- 
SEY. Capacity to Produce, Consume, Pay Debts: J. R. Commons. 
Revenue Act of 1937: R. G. Buaxry, G. C. BuraKrey. Capital Supply 
and National Well-being: D. D. Humpurey. Survey of Work-Relief 
Wage Policies: A. E. Burns, P. Kerr. Incidence and Effects of Tax- 
_— : M. Stape Kenprickx. American Labor Relations Acts: P. H. 

OUGLAS. 


The Annals of the American Academy of Political and Social Science. 


NOVEMBER, 1937. The Prospect for Youth. Designed to focus attention 
wpon the problems of youth and to facilitate the intelligent considera- 
tion of these problems. 
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January, 1938. Our State Legislators ; A Human, Realistic, and Practical 
Approach to the Workings of the Modern State Legislature. Supplement : 
Constitutional Rights. 

Econometrica. 

January, 1938. Vilfredo Pareto: L. AMoroso. On the Theory of Busi- 
ness-Cycle Control: J. TINBERGEN. Pure Economics as a Stochastical 
Theory: K.-G. Hacstrorem. The Equilibrium Price in a Perfect 
Intertemporal Market: H. W. Roxprnson. On the Theory of Capital : 
In Reply to Mr. Kaldor: F. H. Knicut. Note on Prof. Frisch’s “* The 
Problem of Index Numbers”: A. L. Bowtey. The Double-Expenditure 
Method: R. Friscn. 

Social Research. 


NovEMBER, 1937. Planning in Electricity: H. Sraupincrer. Invest- 
ment Fluctuations as Cause of the Business Cycle: H. NEIsserR. Opposi- 
tion and Public Opinion under the Dictatorship of Napoleon the First : 
K. LoEWENSTEIN. The Rational and the Irrational in Society: C. 
MayeR. Reflections on the Social Structure in China: K. Buiocs. 

Wheat Studies (Stanford, California). 

SEPTEMBER, 1937. World Wheat Survey and Outlook, September, 1937 : 
H. C. FarnswortH and H. Workinc. An outstanding development 
during May—September was the near failure of the Canadian spring- 
wheat crop, in response to which future prices rose spectacularly from 
mid-June to peaks in mid-July. The subsequent downward phase 
of the crop-scare cycle brought Chicago prices below the lows of mid- 
June: but Liverpool and Winnipeg prices remained above these levels. 
World crops ex-Russia promise to be 290 million bushels larger than 
last year, which correspcnds to an increase in total supplies of only 
50 million bushels owing to the fall in ‘‘ world stocks ” by 270 million 
bushels. World net exports will probably approximate 555 million 
bushels. Estimated exports include 200 million Coats from Argentina 
and Australia, 80 million bushels from Canada, 130 million from the 
United States. ‘‘ World’ wheat disappearance may be slightly lower 
than last year. Year-end stocks in 1938 may be 500-1000 million 
bushels larger than in 1937. Prices during October-December will not 
be specially sensitive to alterations in supply prospects. 

OcroBER, 1937. Price Effects of Canadian Whent Marketing. Prices 
of wheat in Western Canada have tended to be depressed less after 
harvest than prices of British domestic wheat. The amount of 
the premium commanded by Canadian wheat over soft wheats in the 
British market depends on the relative supplies of different types of 
wheat available to importers. On the average, the price of the Winni- 

g December future has declined slightly over four cents, relative to 

iverpool, from early August to late October; a decline attributable 
largely to the necessities of the export trade. Nevertheless, changes in 
the volume of hedging have been associated with appreciable changes 
in the Winnipeg price, which price has responded more definitely to 
sustained changes in the rate of farm marketing than to temporary 
variations. Interesting possible explanations of the changed sensitivity 
of Winnipeg prices to hedging pressure are suggested. 

NovemBer, 1937. Trends of Yield in Major Wheat Regions since 1885. 
Part I. General Considerations and Rising Trends. M. K. BENNETT. 
In the fourteen large geographical regions here considered, trends of wheat 
yield per acre have risen in five, moved irregularly in four, and remained 
about stable in five. The following six types of influence are important 
determinants of calculated yield trend: inaccuracies in basic statistics ; 
geographical shifts of wheat acreage within the region; the initial level 
of yield; changes in natural environment of wheat plant; man-made 
c in the environment; and changes in types and varieties of wheat. 
The — influences in the five regions of rising trend are analysed. 
Initial levels of yield are unimportant. Some of the trend-increase in all 
regions resulted from “‘ accidental ’’ influences—such as weather or statis- 
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tical inaccuracies. Yield was in three cases hampered, in two favoured, 
by internal shifts of acreage. The major part of the increased yield in al] 
five regions is attributable to improvement of agricultural technique, 
The wider use of fertilizers and the development and spread of improved 
wheat varieties has been particularly important. 

DECEMBER, 1937. The World Wheat Situation, 1936-37. A Review of the 
Crop Year: J.S. Davis. For the third year in succession world wheat 
crops were short, utilisation exceeded production and carry-overs were 
reduced. Wheat prices stood near the 1929-30 averages. The short 
1936 crop was due primarily to adverse weather. The United States 
was again a substantial net importer of wheat and reduced Oriental 
takings were more than offset by urgent Italian, German and Spanish 

urchases. - International trade in wheat and flour was the highest in 
Se years. Canada, Argentina, Australia and the Danubian countries 
were the leading exporters. There were sharp advances in ocean freight 
rates. Government intervention was unimportant in the United States 
and in most wheat-exporting countries, where wheat growers generally 
fared better than recently. Elsewhere, wheat control policies were 
maintained. Owing to the low level of wheat utilisation a new surplus 
problem may emerge when good yields per sown acre are again obtained. 


Journal des Economistes. 


Juty—OcToBER, 1937. Dans le monde et en France: E. Payven. Le 
Redressement du commerce mondial: E. Hantos. Le nouveau régime 
des chemins de fer: E. Routanp. Marvzisme et patronat : M. Carsow. 
Les Mésaventures du franc: F. GaucHeranp. En Pologne. Revue 
de l’ Académie des Sciences morales et politiques: O. Picnot. L’Indi- 
vidu et l’Etat : M. Carsow. 


Revue d’ Economie Politique. 

SEPTEMBER-OCTOBER, 1937. Corporatisme 1937: G. Prrovu. Lssais 
sur la monnaie neutre ; II Monnaie neutre et échanges internationauz : 
P. Raynaup. Les délégués ouvriers d’aprés la loi du 24 juin 1936: 
J-L. Costa. Les gréves agricoles de Tremblay-les-Gonesse en 1936: 
P. Fromont, F. BourGEo!Is. 

NovEMBER-DECEMBER, 1937. Une politique de la dévaluation ; l’exemple 
belge: J. Sytvestre. LEthique, ie pure et économie nationale 
corporative: F. Carui. La ‘“‘ Théorie générale” de M. Keynes: E. 
Mantovux. Financiers frangais et chemins de fer suisses sous le Second 
Empire: M. BuancHarp. 


Bulletin de lV’ Institut de Recherches Economiques (Louvain). 


NoOvEMBER, 1937. Nos responsabilités sociales: F. Cracco. La théorie 
de la surévaluation monétaire et la dévaluation belge: KR. TRirrw. 
La conjoncture économique de la Belgique et du Luxembourg: L-H. 
DUPRIEZ. 


Weekly Report of the German Institute for Business Research. 


No. 43-44. Income from Wages and Salaries. World Production and Ger- 
many’s Share. Modern Methods of Credit Policy: E. WAGEMANN. 

No. 45-46. Changes in the Direction of German Foreign Trade. Modern 
Methods of Credit Policy : E. WAGEMANN (cont.). 

No. 47-48. German Harvest 1937. Changes in the Direction of German 
Foreign Trade. Policy of Currency Management : E. WAGEMANN. 

No. 49-52. Capital Investment Activity in Germany. Germany’s Foreign 
Trade in Synthetic Fibres. Policy of Currency Management : E. WacE- 
MANN (cont.). 

llrH Year, No. 1-2. General Economic Conditions. The Price Structure 
under the Second Four Years Plan. The Limits of Labour Supply. 

No. 3-4. Weekly Index Figures ; Attempts to Provide more Rapid Statis- 
tical Service. The Balance of Germany’s Supply of Goods. The Limits of 
Labour Supply (cont.). 
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o. 5-6. Germany’s Power Industry 1937. World Trade in Motor 
Vehicles. The Year 1937 in the Foodstuffs Industries. Germany’s Raw 


Material Supply. 


N 


Weltwirtschaftliches Archiv. 


NovEMPER, 1937. Das Goldproblem: D.T. Jack. The article is mainly 
statistical, and contains all the relevant information on gold production 
in various countries (for each post-War year), on total world gold supply, 

1d shipments, industrial demand for gold, gold reserves of central 

in various countries (for each post-War year), and national distribution of 
gold. A comparative account is given of the exchange equalisation 
techniques in Great Britain and the U.S.A. Strong objections are raised 

inst restrictions of the output of gold, at least as long as the present 
maldistribution is allowed to persist. Die Kapitaleinfuhr in Kanada: 
A. Carrncoross. The author studies, for the concrete case of pre-War 
Canada, the “ real ”’ effects of foreign lending on employment and invest- 
ment in the receiving country, which have, in his view, received too little 
attention compared with the monetary mechanism and effects. For this 
re-examination, new yearly indices are constructed of building activity, 
railway investment, public works, imports, exports, money wages, 
cost of living, terms of trade, rates of interest and amount of money; 
on this broad statistical basis the factors determining the level of invest- 
ment are analysed. The result is that in the long run agricultural prices 
and the amount of arable land were the main factors, in the short run 
foreign lending, credit Lge J and the yield of crops. The three factors 
are interdependent and their interaction is analysed. There is also an 
analysis of the investment cycles during the period under review. The 
absence of major frictions in this process of capital transfer is attributed 
to immigration, banking policy and the “ real ”’ character of the transfer. 
Zur Theorie des Beschaftigungsgrades: C. C. Féut. The author con- 
siders the new Keynesian General Theory as a static theory which has 
to be supplemented by dynamic elements from the Treatise. Even if 
the General Theory is accepted, it remains true that the amount saved 
at full employment determines the “ideal investment,” and supposing 
that full employment is maintained by State action or automatically, 
it is the rate of interest which keeps investment at this ideal level in line 
with saving, as the classical economists maintained. Der Schutz heim- 
ischer Wirtschafiszweige und die Theorie der komparativen Kosten : 
E.CareLL. The author demonstrates a case in which a country derives 
advantage from refusing to concentrate on the production of those 
goods in which it enjoys a comparative advantage. The case amounts 
to a favourable change in the terms of trade as a consequence of an import 
tariff. Hinfuhrzoll oder Ausfuhrzoll als Mittel zur Steigerung des volks- 
wirtschaftlichen Ertrages ? A. Kruse. The article starts from the argu- 
ment that an import duty may increase the national income. This is 
shown to be only true with a quite exceptional conjuncture of elasticities 
of demand and supply. The cases where an export duty can be success- 
fully applied are much more frequent, particularly for the raw-material 
countries. The theoretical discussion is combined with concrete 
illustrations. Die grossen Handler und Kapitalisten in Amsterdam gegen 
Ende des sechzehnten und wéhrend des siebzehnten Jahrhunderts: A. 
Sayous. This is a first instalment covering the period from 1580 to 
1615. Itis mainly devoted to the commercial and speculative activities 
of the Dutch East Indian Company. 

JANUARY, 1938. Versuch einer Theorie der raumwirtschaftlichen Umglieder- 
ung: E. Hoover. With the help of diagrams, the author develops a 
theoretical framework for the analysis of regional transference of factors 
of production. A case is made for this transference being mitigated, 
canalised and shortened by adequate measures. Die Valorisierung des 
Goldes als Wahrungs- und Aussenhandelsproblem: H. RiTTERSHAUSEN. 
The author holds that criticism of the old gold standard has gone too far, 
and that the present Exchange Equalisation Funds have failed to provide 
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a reasonable substitute for the old mechanism. JInternationaler Vergleich 
der Volkseinkommen: C. CuarK. A survey of the available sources 
for international comparisons of income, cost of living, employment, 
income expenditure and prices. These are finally combined in an inter- 
national comparison of real income per head. Die Hebung des Lebens- 
standards als Problem volkswirtschaftlich richtiger Finanzpolitik: HH, 
BrarevutTicaM. The growth of restricted competition is ascribed to the 
fall in prices consequent upon technical progress. In this way, tech- 
nical progress led to unemployment and to impoverishment rather than 
enrichment. Public works will remain an ineffective palliative, but there 
should be restoration of free competition, constant money wages, 
nationalised banks and provision of credit for industry without any in- 
terest charge. Die grossen. Handler und Kapitalisten im Amsterdam 
gegen Ende des 16 und Wéhrend des 17 Jahrhunderts.: A. Sayovus, 
Continued from the previous issue. This second instalment deals with 
the period from 1615 to 1700, and describes the perfection of the methods 
of financing and speculation.—There are also reports on the regulation 
of the milk market in the British dominions, and surveys of recent 
writings dealing with raw-material production and colonial problems. 


Jahrbicher fiir Nationalékonomie und Statistik. 


NOVEMBER, 1937. Die Preismeldestellen in der gewerblichen Wirtschaft : 
M. Loumann. The author gives a short history of the American 
open-price associations (he finds some, in an embryonic state, in Germany 
also), and a description of their technique. On his main problem, whether 
they tend to make competition more perfect or more imperfect, he finds 
that there is no general answer, but that everything depends on the 
concrete circumstances of the industry in which the open-price associ- 
ation is formed. Vélkerwirtschaft und Vierjahresplan: H. KELLER, 
The author contends that trade cycles are an entirely international phe- 
nomenon, and that international trade should be conducted between 
“* nations,” not between ‘‘states’’ as hitherto. In spite of its title, 
the article contains no information on the German Four Years Plan. 
Zur neuen amerikanischen agrarpolitik : H. Kriicer. Concluded from 
the August issue. The subjects dealt with in this second instalment 
are the effects of the A.A.A. policy on aggregate purchasing power, 
the relief for unemployed farmers, the Resettlement Administration, 
and the measures against soil erosion. 

DECEMBER, 1937. ‘‘ Verbrauchsneigung’’ und ‘‘ Liquiditdtsvorliebe” 
W. A. Jé6nr. A series of critical comments on Mr. Keynes’ General 
Theory. In the theory of employment, the main points of attack are 
the definition of involuntary unemployment, the statement that real 
wages fall during the boom, the definition of income, the equality of 
savings and investment, the notion of an ascertainable and predictable 
multiplier, and the presentation of the ‘‘ psychological law ”’ (connecting 
income, consumption and saving) as a functional relationship. In the 
theory of the rate of interest, it is the notion of a smoothly declining mar- 
ginal efficiency schedule, and that of a ‘‘correlation’’ between a low rate 
of interest and economic expansion, that provoke the author’s criticism. 
In this latter part he follows the lines of Schumpeter’s theory, and holds 
that the real problem, how interest can be paid at all, has been completely 
overlooked in the General Theory. Aufschwung und Konjunktursorgen 
tn England und den Vereinigten Staaten von Amerika: G. ALBRECHT. 
A survey of the discussion on “the coming slump,” considering one by 
one the trade-cycle factors stressed by the various schools of thought. 
The author thinks that in the U.S.A. the discussion is confined to @ 
criticism of the administration, whereas in England it is more funda- 
mental and more systematic. Der Arbeitseinsatz im Véerjahresplan: 
H. Kiune. The article deals with the legal and administrative aspects 
of the German Four Years Plan, and its effects on the labour market, 
vocational guidance and location of industry. 

JANUARY, 1938. Keynes’ Allgemeine Theorie der Beschaftigung: A. 
Amonn. This is the first instalment of a thorough appraisal of Mr. 
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Keynes’ General Theory, which, the author announces, will be under- 
taken not with a view to criticising details, but to examining the new 
system as @ whole. This first instalment is mainly descriptive of this 
new system, but it contains a sharp criticism of the German translation, 
of a lack of distinction between “ unemployment equilibrium ”’ analysis 
and the analysis of changes in the volume of employment, and of the 
definition of “involuntary” unemployment. Kapitaltheorie und Kapi- 

iidung: A. Boer. An examination of current theories of saving 
and investment—mainly of the Keynes—Robertson controversy—leads 
the author to the conclusion that “‘ abortive saving” is a problem of 
the wealthy creditor countries, and does not apply to Central Europe ; 
but, on the other hand, he is equally Spee to a liberalistic policy of 
“economic sadism.” Die Behandlung gesperrten Ausla en 
in der deutschen Wirtschaftspolitik : F. Hunts. Anexhaustive historical, 
administrative and economic survey of the German foreign debt situation 
since 1931, the uses to which the blocked accounts can be turned, and 
the development of quotations for different mark categories. It is 
argued that the creditors’ interests have been respected to the utmost 


extent. 
Schmollers Jahrbuch. 


OcroBER, 1937. Der Funktionalismus in der Vélkerkunde: W. Mixxer. 
The author devotes separate sections to the three leading functional 
anthropologists, A. R. Radcliffe-Brown, B. Malinowski and R. Thurn- 
wald. Ina final section he attempts a synthetic assessment of the school 
as a whole. Die Hauptrichtungen der gegenwdrtigen franzésischen 
Wirtschaftssoziologie : B. IscHBOLDIN. A critical review of Diirkheim’s 
teaching on the relations between economics and sociology, and of their 
contemporary development by his disciples Bouglé and Simiand, and also 
of the ‘‘ anthropological’ school (Antonelli and Maunier) and the 
“ purist ’”? school (Joussain and Bochard). The author’s own point of 
view, by which his critical attitude is determined, is a combination of 
Wiese’s ‘‘ human relations ” science and Spiethoff’s ‘‘ economic style ” 
science. Der Gedanke der Arbeitsverwaltung bei Lorenz von Stein: H. 
Méncu. L. v. Stein, the founder of the science of Administrative 
Law in Germany, is in this article introduced in the less well-known 
capacity of an economist. The economic system taught by him is de- 
scribed as based on the fundamental notion of human labour and as 
anti-liberal, but at the same time anti-materialistic and inspired by a 
“higher Socialism.” Probleme der Marktordnung in der deutschen 
Volkswirtschaft : T. Wressets. The author uses the tools of economic 
theory to analyse the aims and measures of German agricultural policy. 
The difficulties, with a policy of price fixing, of regional price differentia- 
tion, and also of price differentiation for different qualities, are stressed. 
The final step of imposing production quotas has not yet been taken, 
except in the case of industrially used M epeurs with a high elasticity 
of demand, such as hops and tobacco. The author is very critical of the 
tendencies to extend the principles of agricultural market regulation to 
other sectors of the German economy. Hundert Jahre Wandel und 
Wachstum der Leipziger Messe: P. Hrusner. The article contains, 
in addition to the history of the Leipzig Spring and Autumn Fair during 
the last century, a description of its —— organisation, and full statis- 
tics of each of the post-war Fairs. ie Entstehung der Uberinvestition : 
K.Muus. Rejecting the monistic trade-cycle theories, the author gives 
@ long list of “ disproportionalities ” which make the boom ultimately 
untenable. Particularemphasis is laid on the failure of the pricing system 
tocheck the disproportionalities, because actual prices cease to be decisive, 
and production is guided by fictitious anticipated prices, Die dkonomischen 
und sozialen Ursachen des Zerfalls der hellenischen Polis: O. Ens. The 
decline of the Greek city democracies is ascribed to the antagonism be- 
tween the needs of a commercial and cosmopolitan capitalism on the 
one hand, and the feudal reaction of a contempt for work and the glori- 
fication of a rentier’s life. Lockerung der Hinfuhrverbote: H. BayeEr. 
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The article deals with the “‘ neo-liberal ’? movement for the abolition of 
import quota. While on the whole sympathising with this movement, 
the author shows that in some cases there may be adverse effects on 
income distribution, employment, or wages. Bemerkungen zu Nogarog 
Geldbuch : W. ANDRAE. 

DECEMBER, 1937. Eugen von Béhm-Bawerk und die Konvertierung von 
Obligationen der einheitlichen Staatschuld: L. BETIELHEIM-GABILLON, 
The article, based.on hitherto unpublished documents, describes the fric. 
tion between Austria and Hungary regarding the conversion operations 
of 1903, and the way in which B6hm-Bawerk, as Austrian Minister of 
Finance, overcame these difficulties. The article contains long extracts 
from Béhm-Bawerk’s speeches in Parliament, demonstrating clearly his 
views on the appropriate rate of interest on gilt-edged securities. Organ. 
isation der Wirtschaft: R. ScuUtter. An article describing the pro- 
gressive disintegration of the entrepreneurial functions. Neither full 
competition nor full planning is in accordance with human nature, but 
the present state is in many ways the worst of both worlds. Govern. 
ment regulation will have to aim at a middle course. Prosperitat und 
Depression: K. Bopr. A review article on Professor Haberler’s new 
trade-cycle book (published by the League of Nations). The parts 
coming under review are the general setting of the | emery the definition 
of cycles, saving and investment, the principle of acceleration, and the 
international aspects of business cycles. Gesetz und Norm in der national. 
6konomischen Theorie: I. SunpBom. Expectation and Rational Con- 
duct: T. Hurcstnson. Printed in English. A consideration of the 
logical difficulties inherent in uncertainty leads to the distinction between 
subjective and objective rationality of economic behaviour. The author 
concludes that what is needed now is realistic research into the motives 
of entrepreneurs. 

Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte. 

Vou. 30, III. Der Anteil der deutschen historischen Schule an der Ent- 
wicklung der “‘ politischen Okonomie”’ zu einer “‘ nationalen Volkswirt- 
schaftslehre”?: E. H. Voorn. The author refutes the claim of Gottl 
to have accomplished a concrete national system of economics in opposi- 
tion to the abstract cosmopolitan classical system. Gottl’s work in that 
respect is compared unfavourably with that of Kries, Roscher, Hilde- 
brand and Schmoller. Unterkdufer im Mittelalter: E. Screven. 
The article deals with the medieval institution of publicly authorised 
middlemen in certain commodities, mainly in the towns of Southern 
Germany. The author thinks that these middlemen were not themselves 
dealers, but public officials charged with supervising dealings. 

Giornale degli Economisti. 

SEPTEMBER, 1937. Presupposti e limiti della scienza economica: U. La 
Matra. A discussion of the scope and assumptions of economic theory 
with special reference to the views of Professor Robbins. Tendenze 
dottrinali nella scienza economica con riferimento al problema del valore : 
J. G. Kretrscumann. A rapid survey of changes in the theory of 
value from the classical economists down to the corporative economy. 
Schema dinamico delle interferenze tra agricoltura, industria, commercio e 
credito: G. PatomBa. The writer expresses in a series of differential 
equations, the mutual interactions of different parts of the economic 
system. Ancora sulle discordanze fra gli indici di variabilita e di con- 
centrazione: G. Pietra. A reply to a criticism by Prof. Bresciani- 
Turroni. 

OctToBeErR, 1937. L’EHconomia corporativa come scienza. I: Teoria pura: 
F. Carui. ‘‘ The corporative economy, as pure theory, can be defined 
as follows: it is the science which studies the order of individual-cum- 
state utilities, with the aim of discovering the reciprocal relations between 
their changes and the conditions of their co-ordination in a rational 
system.” Considerazioni sulla utilita della moneta: U. Riccr. The 
development of an article already published by the author in Economica, 
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May 1935, entitled, The Modification of the Utility Curve for Money in 
the Cases of Indivisible Goods and Goods of Increasing Utility. 

NoveMBER, 1937. L’economica corporativa come scienza. II: Teoria 
della politica economica: F. Cari. ‘‘Corporative political economy 
is the science which studies the rational processes by which the mediating 
organs (corporations), interpreters of the State utilities, cireumscribe the 
field of the individuals’ liberty of choice, in order to obtain the highest 
degree of complementariness in the system. Alternatively, it is: 
the science which studies the mechanism and rational processes by which 
the State gives a coefficient of integration to individual economic choices, 
in order to achieve the maximum advantage of the community.” Piani 
economici e piani finanziari : M. Pueiirsr. The drawing-up of econ- 
omic plans necessarily involves the drawing-up of financial plans which 
must be correlative to the former. J movimenti internazionali dell’oro 
nel decennio, 1927-36: G. Mortara. Recent figures given of the 
international movement of gold show that the tendency of gold to accu- 
mulate in the United States, Great Britain and France still continues, 
and there is no evidence to show that the disproportionate amount 
of the world’s monetary stock of gold held by these three countries will 
be rectified in the near future. 


Rivista Italiana di Scienze Economiche. 


OcToBER, 1937. Lo sviluppo della produzione negli ultimi cinquant’anni : 
G.Morrara. A brief summary of the expansion of a number of import- 
ant products throughout the world in the last half century. Economia 
politica e politica economica: economia agraria e politica agraria: A. 
SeRPIERI. The introductory lecture of a course given in the University 
of Florence—a course on. agrarian economy and policy is now compul- 
sory in the Faculty of Economic Science in all Italian Universities. 
Una importazione teorica della economia finanziaria corporativa : 
L. Gancemi. A discussion of the basic principles which should govern 
the conduct of public finance in a corporative system. 

Rivista di Storia Economica. 

SEPTEMBER, 1937. Una pagina di storia bancaria italiana: R. Baca. 
An account of the unsuccessful attempt of the then Minister of Finance, 
Giuseppe Prina, to establish a bank of issue in that part of Italy which 
had been subjugated by Napoleon I. La collaborazione del Conte di 
Cavour al ‘‘ Risorgimento”’: M. Ernavupi. A full list of the unsigned 
articles contributed to the journal “‘ Risorgimento ” by Cavour during 
the years 1849 and 1850. 


De Economist. 


OcroBER, 1937. De theorie van het stabiele wereldprijsniveau : W. J. VAN 
DE WOESTIJNE. In recent price history two facts stand out: (i) the 
stability of the price level, 1830-1913, compared with the subsequent 
rise and fall, 1914-32; (ii) in certain important countries (U.S.A. and 
England) the price of many goods is about the same level as before the 
War. The writer is concerned with the second of these, and considers 
what are the causes tending, after a disturbance, to a return to the old 

rice-level]. The following cases are considered: (i) disturbance of price- 
evel in a closed economy with exclusive gold circulation; (ii) a closed 
economy with exclusive paper circulation; (iii) where the industrial field 
which has experienced a sharp rise of prices (as after a war) is linked up 
with extensive colonial territory ; (iv) where the industrial and colonial 
fields have not the same monetary system. The general conclusion is that 
the world price-level is more stable than might appear from a study of 
familiar index numbers. De internationale zijde van het prijsstabiliseer- 
ingsprobleem I: W.L. Vax. In all proposals for stabilisation and for 
control of the Cycle, the most difficult point is represented by the in- 
ternational aspect. Complete international stabilisation is not possible ; 
there are sheltered industries producing for the home market; there are 
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questions of transport and quality. Even if possible, it may not be 

desirable. What is implied is an attempt to prevent a collapse of prices 

in one country from bringing another country into difficulties. The 
essential difficulties in the international problem exist also in inter-local 
trade. Various aspects are considered : the regionai distribution of new 
money; the influence of friction and irrational behaviour; structural 
factors in the two countries. De eenheid tusschen Rijk en Gemeente 
bij de financieele verhouding: A. F. V. Stckenea. An article supple- 
mentary to that which ro in the June number, emphasising 
that the field of taxation of the Central Government and of the locaj 
authorities must be viewed as a unity. 

NovEMBER, 1937. De Rijksbegrooting voor 1938: A. VAN Doorntncx, 
A careful analysis of the financial position of Holland for the coming 
year. The prospective expenditure for 1938 represents @ pressure on 
the national income two and a half times as great as that for 1929. Dis. 
tributievraagstukken : N. J. Potak. A commemorative address dealing 
with the social tasks of distribution, preceded by observations on price- 
fixation, the conflict between independent business and the co-operative 
movement, etc. 

Index. 


NOvEMBER, 1937. Current Economic Conditions. 
DECEMBER, 1937. Economic Survey. 
JANUARY, 1938. Current Economic Conditions. 


Ekonomisk Tidskrift. 


No. 2, 1937. Reflections on the Trade Cycle: J. Akerman. Professor 
Akerman prefaces his theoretical analysis with a short review of recent 
literature on the trade cycle. He then introduces an elaborate schematic 
analysis of types of cycle, distinguishing between productive and 
consumption cycles. To the first belong on the one hand general in- 
vestment and rationalisation booms, and on the other building and re- 
armament booms. . To the second belong the various types of monetary 
boom. Professor Akerman then reviews the remedies which have been 
suggested for dealing with these types of cycle or with their combin- 
ations. He next analyses from an international point of view the main 
features of the cycle from 1927 to 1937, and finally discusses the alter- 
natives with which the Swedish economy is now faced, with special 
reference to monetary management. 

No. 3, 1937. Scatter red Studies in Economic Relationships : D. Davipson. 
A discursive article in which the relation between general and partial 

analysis, the possibilities of international monetary management, 

and the implications of Federal Reserve Bank policy share the honours. 

Professor Davidson is sceptical of the feasibility of monetary manage- 

ment in conditions less easy than those pertaining from 1931 to 1937. 

He welcomes the signs of more intensive study of world problems, such 

as those sponsored by the Carnegie Foundation and the League of Nations. 


EIITIOEQPHZIZ KOINQNIKHE KAI AHMOZIAD OIKONOMIKHE 


JULY-SEPTEMBER, 1937. Le mouvement naturel. de la population en Gréce 
vu 4 la lumiére des méthodes récentes : E. AVEROF. Contribution a l'étude 
de Véconomie sacrée: T. Tsastros. L’activité économique mondiale : 
A. Acapitipes. Le droit ouvrier dans |’Allemagne d’aujourd’hui: G. 
TRIMIS. 










Kyoto University Economic Review. 


JuLY, 1937. Determination of the Rate of Interest: Y. Takata. Th 
Multiple Existence and Activity of Money Capital: 8. Kosmma. Recent 
Changes in Japan’s Foreign Trade: K. Tanicucnt. The Problem of 
Farm Debt Adjustment: Y. Yact. Some Questions on Mr. Keynes’ 
General Theory of Employment, Interest and aps K. Surpata. On 
Japanese Currencies Circulating in North China : K. Matsuoka. 
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NEW BOOKS 
British 
Auten (A. M.) and others. Commercial Banking Legislation and 
Control. London: Macmillan, 1938. 9’. Pp. xi+ 513. 18s. 
[To be reviewed.] 


Back (W. J.). Standard Practice in Auditing. London: The 
Society of Incorporated Accountants and Auditors, 1937. 9”. Pp. 
vi+ 44. 2s. 6d. 

[This is the first book issued by the Incorporated Accountants’ Research 
Committee. The first chapter considers the definition and classification of 
audits; the second statutory audits; the third audits under digect contract. 
There is a short Memorandum on the use of machines in accounting by R. N. 
Barnett. ] 

Bowtey (A. L.). Wages and Income in the United Kingdom 
since 1860. Cambridge University Press, 1937. 8}'’. Pp. xix + 151. 
8s. 6d. 

[To be reviewed.] 

Brown (F.), (Ed.). Statistical Year-Book of the World Power 
Conference. No. 2, 1934 and 1935. London: The Central Office 
of the World Power Conference, 1937. 11”. Pp. 132. 20s. 

[The first number of this Year-Book was reviewed in the Economic JouRNAL, 
March, 1937. In this second number statistics relating to coke and manufactured 

are included for the first time; while the other fuel and power resources 
included as before are coal, brown coal, and lignite, peat, wood, petrol, benzoles, 
alcohols, natural gas, water power and electricity.] 

Carr-SAUNDERS (A. M.), Saracant FLoRENcE (P.) and Pzrgrrs 
(R.). Consumers’ Co-operation in Great Britain; An Examination 
of the British Co-operative Movement. London: Allen and Unwin, 
1938. 9”. Pp. 556. 15s. 

[To be reviewed.] 


CiraPpHAM (J. H.). An Economic History of Modern Britain. 
Machines and National Rivalries (1887-1914) with an Epilogue (1914— 
1929). Cambridge University Press, 1938. 9”. Pp. xiv + 577. 
25s. 

[To be reviewed.] 
Cote (G. D. H.). Economic Prospects: 1938 and After. 
London: “ Fact,” No. 11. Pp. 98. 6d. 

[This number of ‘‘ Fact” is devoted to an economic forecast, that never 
goes below the surface or involves more profound thinking than is to be dis- 
covered in the columns of the daily press; and to the discussion of such questions 
as why, given that ‘“‘ the surest way of creating a temporary boom in industry 
is to manufacture additional purchasing power out of nothing,” Governments 
do not follow such a policy. Mr. Cole thinks, on balance, that U.S. conditions 
will deteriorate; that neither Japan, Germany nor Italy is likely to stage an 
immediate economic collapse; that British economic decline in 1938 will not be 
steep, but will get much steeper in 1939 and 1940, largely owing to the falling-off 
in the building of houses and armament factories.] 


Cote (G. D. H.). A Short History of the British Working Class 
Movement, 1789-1937. London: Allen and Unwin, 1937. 8}”. 
Pp. xxvii + 192 + 211 + 237. 12s. 6d. 

[A complete edition, in one volume, of a work first published in 1927 in three 
volumes, with an introduction covering the years 1927-1937 and short supple- 
mentary tables. ] 
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Cotta (F.). Economic Planning in Corporative Portugal. London: 
P. 8S. King, 1937. 9’. Pp. xiv + 188. 8s. 6d 


[The purpose of this book is to show how, after a century of budget deficits, 
maladministration and industrial and agricultural backwardness, the Portuguese 
orative State brought order and rehabilitation. Of fifteen chapters, ten 
aa with the conditions in agriculture and in particular industries; of the 
remaining five, the first is historical, the second gives the basic principles of 
Dr. Salarar’s plan, and the third describes the higher organs of corporative 
organisation. Two final chapters are concerned with labour organisation, and 
with the lessons to be derived from the Portuguese experiment. ] 


Davison (R. C.). British Unemployment Policy; The Modern 
Phase since 1930. London: Longmans, Green, 1938. 84’. Pp. 
x + 136. Ts. 6d. 


[As preface to this clearly-written, plain account of unemployment policy since 
1930, is a very short section on the period before 1930. This serves to emphasise 
the special significance of the 1934 Act,as the first to accept the normality of “‘high” 
unemployment levels; it also explains the peculiarly British non-acceptance of 
the necessity for a Means Test, for, lacking for some ten years up to 1931 either 
such a test or any limit to the period for which benefit could be drawn, the local 
employment exchange naturally came to be regarded as a bank. The main 
chapters are written in narrative form. In the diary up to 1934 there is brief 
discussion of the events leading successively to the appointment of the Royal 
Commission on Unemployment; the cuts in insurance benefit; the Transitional 
Payments scheme with its attendant Means Test; the slight relaxation under the 
Transitional Payments Act, 1932. Three chapters, out of a total of six, are 
concerned with the structure and working of the 1934 Unemployment Act 
and with later developments, including the introduction of a separate 
agricultural unemployment insurance scheme, doubtfully justified by the un- 
expectedly low rate of recorded unemployment of just over 3 per cent. The 
Unemployment Assistance Board is described as an entirely fresh departure 
in social legislation, and, once the dual system of the Majority Report of 
the Royal Commission was accepted, the creation of Whitehall. As regards 
the Unemployment Insurance Statutory Committee, it is the author’s view 
that this may not always work so happily as hitherto. In the section on 
the working of the insurance scheme the actual process of drawing benefit is 
described in terms of John Brown. It is pointed out that the unemployed 
were not disqualified, owing to lack of contributions, from N.H.I. benefits nor 
Contributory Pensions through the worst depression years. As regards the 
working of Unemployment Assistance, the political importance of the initial 
breakdown showed that the Act had not been successful in removing the re- 
sponsibility of the relief of the unemployed from Parliament. A detailed de- 
scription of the second edition of the Board’s Regulations is not included in the 
book—after a lapse of seventeen months for reconsideration it had naturally 
become exceedingly complicated—but a scale of allowancesis shown. The author, 
in his interim conclusion on the U.A.B., wonders what would have happened 
had the locally administered and centrally financed Transitional Payments 
scheme been reformed and not abolished; for such a system was, at any rate, 
more economical to administer and more easily flexible. The remaining chapters 
are concerned with special measures for the Special Areas and training of the 
unemployed. ] 


Diasy (M.). Producers and Consumers; A Study in Co-operative 
Relations. London: P. 8S. King, 1938. 9”. Pp. 254. 8s. 6d. 


[To be reviewed.] 


Duke (W. K.). Bills, Bullion, and the London Money Market. 
London: Pitman, 1937. 84’. Pp. 142. 5s. 


[This text-book deals, amongst other matters, with the technical aspects of : 
bills in the market; bill-broking and the market rates of discount; the post- 
war gold standard; the Bank of England; the London and New York money 
markets; the markets in gold and tee; the Exchange Equalisation Account.] 
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Ernzic (P.). Will Gold Depreciate? London: Macmillan, 1937. 
9”. Pp.ix +178. 7s. 6d. 


[Dr. Einzig is capable of writing a learned treatise such as The Theory of Forward 
Exchange, reviewed in the last issue of this journal. This is one of his less serious 
efforts. It deals with the so-called gold scare of early 1937, and the author sets 
out to castigate all those who even contemplated a reduction in the price of gold 
at that time. He utters a warning against the danger of a revival of the scare, 
accompanied, he foretells, by attempts to persuade, frighten, bully or blackmail 
the community into adopting the proposed solution.] 


Experton (W. P.). Frequency Curves and _ Correlation. 
Cambridge University Press, 1937. 9’. Pp. xi+ 271. 12s. 6d. 


[This is the third edition of a useful standard text-book on curve-fitting, 
or the process of tracing the theoretical series to which statistics approximate. 
The approach is entirely mathematical, and would require, it appears, a know- 
ledge of the differential calculus, of Maclaurin’s theorem, etc., which is rather 
more than the author suggests as necessary in his preface. The book has been 
altered in many respects and in particular the chapters on standard errors, the 
test of goodness of fit, and the correlation ratio-contingency, have been rewritten.] 


The Federation of Master Cotton Spinners’ Association Ltd. The 
Problem of Gold in relation to National Prosperity. Manchester 
Royal Exchange, 1937. Pp. 21. 


[The Monetary Policy Committee considers first the possibility, second the 
advisability of the long-run continuance of the policy of buying gold through 
the Exchange Equalisation Account at a price of about £7 per ounce. After 
considering the loss incurred by the E.E.A. (consequent on the difference between 
its buying and selling price of gold) and the present treatment of ‘‘ the acceptance 
of gold as a function quite separate and distinct from the issue of money,’’ it is 
concluded that it is both possible and expedient to continue with present policy 
unless there is a very large increase in gold production. In this event it is pro- 

that gold production should—except when there was danger of inflation— 


be reduced by the remarkable expedient of raising the general level of prices, 
and thus reducing the profitability of gold production. There is no indication 
of the means by which the price level should be raised, nor any suggestion that 
price mey be a consequence rather than a cause of changes in economic 
activity. 


GinsBurRG (L.). Population Movements. A Study in Migration. 
London: New Fabian Research Bureau, 1937. Pp. 36. 6d. (paper). 

[This interesting, factual pamphlet is concerned with the history of international 
migration since about 1850, and with the details of present restrictions on migra- 
tion. Separate sections are devoted to emigration from Britain, emigration from 
Europe, emigration from Asia, the control of migration, the case for regulation. 
Among the facts a few opinions are stated, as e.g. that home conditions have 
surprisingly little effect on the emigrant, who is, however, quickly aware of the 
position abroad; that Italy, Poland and Japan may be over-populated (this on 
the basis of very little discussion) ; that although British emigration is at present 
negligible, there is a chance that it will increase in the future. The author 
concludes that world emigration and immigration policies must be integrated ; 
rigid limitation is unjustified.] 


Gray (E. M.). The Weaver’s Wage. Earnings and Collective 
Bargaining in the Lancashire Cotton Weaving Industry. Manchester 
University Press, 1937. 9’. Pp. xi+ 69. 5s. 


[To be reviewed.] 


Hayek (F. A. von). Monetary Nationalism and International 
Stability. London: Longmans, Green, 1937. 84’. Pp. xiv + 94. 
58. 


[Reviewed in this issue.] 
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Innis (H. A.), (Ed.), Ware (N. J.), Logan (H. A.). Labor in 
Canadian—American Relations. Toronto: The Ryerson Press (Oxford 
University Press), 1937. 94’. Pp. xxxviii+ 212. $3.75. 


[To be reviewed. ] 


Jones (M. G.). The Charity School Movement. Cambridge 
University Press, 1938. 94”. Pp. xiii + 446. 2ls. 
[To be reviewed.] 


Kranoup (H.). The International Distribution of Raw Materials. 
London: Routledge, 1938. 84’. Pp. xxiv + 269. 15s. 
[To be reviewed.] 


Lawtey (F. E.). The Growth of Collective Economy. Vol. I: 
The Growth of National Collective Economy. Vol. II: The Growth 
of International Collective Economy. London: P. S. King, 1938, 
84’. Pp. xv + 485. 35s. (the set). 

[To be reviewed. ] 


Levy (H.). A Philosophy fora Modern Man. London: Gollancz, 
1938. 73”. Pp. 287. 7s. 6d. 
[To be reviewed.] 


Mange (8S. J.). The Domesday of Crown Lands. A Study of 
the Legislation, Surveys, and Sales of Royal Estates under the Com. 
monwealth. London: Routledge, 1938. 94’. Pp. xvii + 499. 25s. 


[To be reviewed.] 


MapsEn-Myepat (T.). The Revival of Trade as a Problem of 
Practical Politics. London: Cobden-Sanderson, 1937. 84’. Pp. 
30. Is. 

[This Richard Cobden lecture by an ex-Premier of Denmark, who is the leader 
of the Liberal left Venstre Party, is a general consideration of the growth of 
— of isolation and self-sufficiency, and of the political measures that could 

e taken to counteract these tendencies. A representative proposal is that there 


should be oe propaganda to illustrate the effect of protection on the 


standard of 


MarsHatu (T. H.) and others. The Population Problem; The 
Experts and the Public. London: Allen and Unwin, 1938. 7}. 


Pp. 176. 5s. 

[This excellent popular book is based on a series of broadcast talks given in 
the spring of 1937. The most interesting sections are, first, Mr. T. H. Marshall’s 
account of the opening debate in which four members of the public were 
interviewed on the population problem, and second his analysis of 352 letters 
received from listeners. To all these people the ‘‘ population problem ” meant 
the fall in the birth-rate, not the coming decline in the pulation. The analysis 
of the letters suggests that among the causes of the fall in the birth-rate economic 
causes are of the greatest importance, followed by—in about equal importance— 
the fear of war and the housing shortage. A ‘‘ voluntary inquiry ” of this kind 
often yields very important information, which is perhaps not obtainable in any 
other way. The other chapters are ‘‘ The Situation in England,” by Prof. 
Carr-Saunders, in which the net reproduction rate and Dr. Enid Charles’ fore- 
casts are explained in simple terms; ‘‘ Economic Consequences ” and ‘‘ Causes 
and Remedies,” by H. D. Henderson; ‘‘ World Population,” by R. R. Kuczynski, 
which includes estimates of net reproduction rates for thirty-five countries; 
‘** Population Trends and International Migration,” by Prof. A. Plant, in which 
a new policy of active encouragement of suitable immigrants is advocated; 
and a concluding chapter by T. H. Marshall. No reader of this book could fail 
to appreciate the inevitability of a future fall in the population of Britain.] 


iving.] 
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Meape (J. E.). Consumers’ Credits and Unemployment. 
London : Oxford University Press, 1937. 74’. Pp. vii+ 115. 5s. 

[Reviewed in this issue.] 

National Association of Schoolmasters. Equal Pay and the Teach- 
ing Profession. London: National Association of Schoolmasters, 
1937. Pp. 135. 2s. 

[A revised edition, by F. R. A. Jarvis and A. N. Pocock, of an inquiry into 


the case for ‘‘ equal pay for men and women teachers of the same professional 
status,’ with reference to the position in industry.] 


Owen (L. A.). The Russian Peasant Movement, 1906-1917. 
London: P. 8. King, 1937. 84’. Pp. xix + 267. 12s. 6d. 


[The years 1906-1917 in Russia are of absorbing interest alike for the student 
of agrarian history and of modern political ideas : they include the period of the 
“ Stolypin policy,”’ which endeavoured to create a class of independent, landowning 

ts on the Western model; and they cover the period in which Lenin’s 
theories of ‘‘ the road to socialism ”’ in a semi-industrialised economy were being 
developed in the heat of controversy between various schools of socialist thought. 
Dr. Owen has assembled material as to the events and the ideas of this period 
that had not previously been accessible in this country in any complete form. 

inning with a description of the agrarian position at the time of the 1905 
uprisings, he proceeds to describe the effects of the wp oe legislation, the 
theoretical discussions between Lenin and other socialists which this legislation 
evoked, and the agrarian situation as it existed when the Provisional Government 
came into power. The book closes with a description of Lenin’s famous Land 
Decree of October 1917, which formed the corner-stone of Soviet power and 
closed one chapter of agrarian history and opened another. It contains much 
importent information, which throws a revealing = on subsequent events, 
even if at times it is uneven and poorly arranged. e author displays a lively 
sense of the historical setting of the events he records, though his analysis of them 
is not at all times subtle or profound.] 


Parsons (T.). Structure of Social Action. London: McGraw- 
Hill, 1937. 9”. Pp. xii+ 817. 36s. 
[To be reviewed.] 


Qurxn (D. B.), (Ed.). The Port Books or Local Customs Accounts 
of Southampton for the Reign of Edward IV. Vol. I. 1469-1471. 
Southampton : Southampton Record Society, Cox and Sharland, 1937. 
10”. Pp. xix + 104. 

[To be reviewed.] 


Rosrnson (JOAN). Introduction to the Theory of Employment. 
London: Macmillan, 1937. 9’. Pp.ix+ 127. 4s. 6d. 

[Reviewed in this issue.] 

SHerrinaton (C. E. R.). The Economics of Rail Transport in 
Great Britain. Volume II. Rates and Services. London: Arnold, 
1937. 9”. Pp. xv + 336. 12s. 6d. 


[This is the second edition of an excellent and well-known text-book. The 
second volume alone has been reissued, and to enable it to be used with the 
original edition of Volume I, the paging of the second edition has been kept 
identical with that of the first. The author has nevertheless succeeded in finding 
& place for all the important developments which have occurred in railwa 
transport since the first edition in 1928, but no space has been available in which 
to discuss them at any length; pooling schemes and agreed , for ——. 
are allotted hardly a ae er Recent legislation, the Road Traffic Act 1930 
and the Road and Rail c Act 1933 are recorded, but no more; the author 
excuses himself by pointing out that legislation is discussed in his first volume, 
and promises us a second edition. when the demand warrants it. Four appendices 
have been added, one showing the apes of traffic at standard and exceptional 
tates, and another giving a list of the omnibus companies now associated with 
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the railway companies. The latter does not show, unfortunately, the amounts 
invested by the railway companies in those undertakings. Mr. Sherrington 
has also given us useful charts illustrating the organisation of the railway 
companies. ] 

StmirverMAN (H. A.). The Substance of Economics. London: 
Pitman, 1937. 8}. Pp.xvi-+ 341. 6s. 


{In this, the tenth edition, whole sections of the book have, it is stated in the 
new preface, been rewritten in the light of changing conditions and modifications 
in theory. While this has done much to improve the book, certain smaller 
defects remain. Thus quasi-rent is still explained as being “a lus beyond 
the normal return.” As hitherto, the laws of increasing and dindaltidn inishing returns 
are stated in terms of the changing value of produce returned by given doses of 
capital and labour, and a postscript which warns the student that the laws of 
non-proportional returns refer to the quantity, and not necessarily to the value 
of the product, will scarcely suffice to put a beginner back on to the right road.] 


Sramp (Sm Jostan). The National Capital and other Statistical 
Studies. London: P. 8. King, 1937. 9”. Pp. vi-+ 299. 10s. 6d. 
[To be reviewed.] 


Stamp (L. Duputry). The British Isles: A Geographical and 
Economic Survey. London: Longmans, Green, 1937. 94. Pp. 
xii+ 719. 25s. 


[Dr. Stamp’s book is already widely known, and this new edition is very 
welcome, as it has enabled the author not only to correct minor errors, but also 
to so his tables and graphs up to date. The book is interesting for its excellent 
view of the economic development of the British Isles in relation to the geo- 
graphical background. The approach is, of course, a geographic one, and is 
largely confined to statements of fact, without any consideration of economic 
fundamentals. The book starts with chapters dealing with the physical, climatic 
and soil conditions, and then passes on to agriculture. After a general survey 
based upon a large volume of statistical data, there are separate chapters dealing 
with the agricultural regions. Allis well documented, but for students who are not 
economists there are inevitable snares. For example the validity of the followi 
statement: ‘‘ Given suitable economic conditions, the soil of the British Isles coul 
be made to produce fifty per cent. more, possibly a hundred per cent. more, than it 
does at present’’ depends entirely upon the expansion of the introductory qualifying 
clause. Chapters on mining and the major industries follow. One could wish 
that coal-mining had been treated with more emphasis on the economic side; 
some reference to prices would seem essential. The chapters on the major 
industries are excellent, though compressed, and are well supplied with statistical 
tables and references. London and the seaports, both normally so neglected 
from an economic aspect, are the subjects of interesting chapters. Finally, in 
some eighteen pages, are two chapters on the ‘“‘ Foreign Trade of Britain ”’ and 
“‘The National Capital—Its Growth and Distributidn,”’ the latter by Sir Josiah 
Stamp. A most difficult task has been accomplished exceedingly well.] 


Stamp (L. Dupuy). Chisholm’s Handbook of Commercial 
Geography. Thirteenth Edition. London: Longmans, Green, 1937. 
9”. Pp. xi+ 884. 25s, 

[This is a re-writing, very close to the original plan, of Chisholm’s Hand- 
book, which was first published in 1889 and has since been through a large number 
of editions. Essentially a book of reference, it necessarily suffers from its 
encyclopaedic nature, and though a massive work it is often disappointing when 
one refers to the lesser countries. It is divided into three major divisions. 
first deals with the nature of the subject and some of the underlying economic 
and geographical conditions; the second takes the major groups of commodities 
and treats them in some detail; while the last under the heading of Regional 
Geography studies each individual country as a whole. It is the last part which 
lays itself most open to criticism. Of the continents Europe rightly comes in 
for the greatest emphasis. Here the major countries are well treated, the chapter 
on Russia being specially good. In the case of Germany there is a tendency to 
emphasise pre-war as against post-war statistics. The other continents are too 
compressed. Asia is dealt with in some 87 pages, Africa in 49, Australasia in 
34 and the Americans in 103; which involves the necessity of squeezing out 
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everything except somewhat barren statements of fact. This compression gives 
the U.S. 28 pages (about one-third of the space devoted to the U.K.) while most 
of the South American republics receive only a few paragraphs each. However, 

iven the limitations of this task Dr. Stamp has done his work excellently. The 
maps are very good and the statistical tables many and well distributed.] 


Srevens (W. J.). The Future of British Railways. London: 
P. S. King, 1938. 73”. Pp. xii+ 101. 5s. 

[This book is concerned rather with railways as a field of investment than 
with problems of their administration. Within its self-im limits it gives a 
clear and workman-like account of their present financial position, and of the 
effects of the 1921 legislation.] 


Syrett (W. W.). Practice and Finance of Foreign Trade. 
London: Macmillan, 1937. 8”. Pp. vii + 233. 7s. 6d. 

[This practical book, which was awarded the “Institute Prize” by the 
Institute of Bankers, 1937, is intended to assist importers, exporters, accountants, 
solicitors, insurers, bankers and any others whose professional services are called 
in by merchants. The book explains the initial negotiation for any deal and 
the various types of agreements by which a purchase may be expressed; the 
financing of international trade; the credit risk; the exchange risk; the transfer 
risk and exchange restrictions; and lastly exchange clearings and barter. In 
a number of cases the actual form of document is given.] 


Tuomas (P. J.). The Central Problem of Indian Economy. 
Madras: Indian Economic Conference, 1937. 8}. Pp. 36. 

[This most interesting Presidential Address to the Indian Economic Con- 
ference by the Professor of Economics in the University of Madras attributes 
Indian poverty to persistent under-production consequent upon a system of 
distribution which concentrates wealth in the hands of those who tend to hoard 
rather than consume. ] 

Waker (E. A.H.). Economic Cross Roads. London: Harrison, 
1937. Pp. 43. Is. 

[The author’s “ key ’’ cycle theory based on a study of the years since 1810 
makes him expect “a gradual close of the present boom,’ beginning this year. 
He pleads for greater trade-cycle consciousness. ] 

Wootton (BARBARA). Lament for Economics. London: Allen 
and Unwin, 1938. 73”. Pp.322. 6s. 

[To be reviewed.] 

Yanupa (J.). This Democracy. London: Pitman, 1937. 7”. 
Pp.xvi + 146. 5s. 


[Written by a lawyer, with s. foreword by Viscount Cecil, this is a plain state- 
ment of political and social principles intended to confirm people in their love 
of liberty and peace. ] 


American 


Cuark (H. F.). Life Earnings in Selected Occupations in the 
United States. New York: Harper, 1937. 9}. Pp. xx + 408. 
$5.00. 

[Reviewed in this issue.] 

GraHaM (B.). Storage and Stability. A Modern Ever-normal 
Granary. London: McGraw-Hill. 1937. 9”. Pp. xviii + 298. 15s. 

[To be reviewed. ] 

GraHaM (M. K.). The Synthetic Wealth of Nations. Nashville, 
Tennessee : The Parthenon Press, 1937. 8’. Pp. 328. 


[Dr. Graham records that each time he reads Adam Smith’s Wealth of Nations 
he is “ agreeably surprised to find it so interesting and instructive. No doubt 
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he drew upon the recorded experience of ages, but that does not lessen his achieve. 
ment.”” Unfortunately, owing to material progress and to the lapse of time, 
“the Wealth of Nations cannot be up to date.”” And for Dr. Graham’s use it is 
“too prolix.’”” He has therefore ‘‘ rewritten it, leaving out the non-essentials 
and adding what seems desirable.’’ Most of the credit, if there is any, for the 
resultant work he nevertheless generously concedes to Adam Smith. To those 
who find bootleg whiskey more palatable than the real Scotch, this synthetic 
brew may be recommended. ] 


KINDLEBERGER (C. P.). International Short-Term Capital Move. 
ments. New York: Columbia University Press (Oxford University 
Press), 1937. 9’. Pp. xi + 262. 15s. 

[To be reviewed.] 

Lfon (R.). Money and Trade. Princeton: Princeton University 
Press (Oxford University Press), 1937. 9’. Pp. xi+ 69. $1.50. 
7s. 6d. 

[As the gold standard is a “ scarcity system,’’ and as managed currencies are 
too nationalistic, the author desires bimetallism for the future. And for the 
additional reasons that silver, like gold, has a “‘ real labour value,’”’ making it 
sound; is “‘ time-tested’; is suitable for the majority of individuals who have 
low standards of living; is already in wide use; will render monopoly of monetary 
supply impossible. These general considerations are fortified by the author's 
view that America is suffering acutely under the low prices brought about by 
the rigidities of the gold standard. There is a plea, apart from the bimetallic 
one, for increased Anglo-American monetary understanding. ] 


Lewis (B. W.). Price and Production Control in British Industry. 
The University of Chicago Press (Cambridge University Press), 1938, 
Pp. iti + 35. 1s. 3d. 

[This is a valuable pamphlet, by the Professor of Economics of Oberlin College, 


in the series of Public Policy Pamphlets edited by Dr. H. D. Gideonse. It is 
interesting partly as reflecting the surprise with which an intelligent observer 


from a traditionally monopoly-ridden country discovers the extent to which the 


supposedly monopoly-free Britain is in fact now tied hand and foot by restriction 
schemes, marketing schemes, control boards and trade agreements. It is interest- 
ing also as giving in very brief compass some record of the growing ramifications 
of monopoly. It is, of course, too short to do more than point out the existence 
of many of these schemes, but it is useful to be reminded of the many recent 
additions to the list of monopolies which appears in the books from which the 
problem is normally studied. Professor Lewis’s view is that ‘‘ the tariff provides 
the essential condition, the long-continued depression and the government's 
defence programme have furnished the immediate motives.’’] 


McIsaac (A. M.) and Suir (J. G.). Introduction to Economic 
Analysis. Boston: Little, Brown, 1937. 7}. Pp. x + 444. 

[This is a well-arranged small text-book, forming one volume of a series 
dealing with economic and social institutions. It makes use of the marginal 
revenue type of technique, and though probably a little too difficult for an 
absolute beginner, could be used satisfactorily by any intelligent student requir- 
ing an introductory book before attempting the monographs. It is concerned 
mainly with the theory of value, but final chapters deal, perhaps less successfully 
than some of the earlier ones, with problems of economic equilibrium and the 


trade cycle.] 

MeE.LpER (F. E.). State and Local Barriers to Interstate Com- 
merce in the United States. A Study in Economic Sectionalism. 
University of Maine Studies. 9’. Pp. xiv-+ 181. 75c. 


Merriam (L.). Personnel Administration in the Federal Govern- 
ment. Washington: The Brookings Institution, 1937. 8. Pp. 62. 
50c. 

[This pamphlet examines pending proposals for the abolition of the present 
Civil Service Commission, and the transfer of its functions to a central personnel 
agency under a single head, and makes its own alternative recommendations.] 
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MruspaveHr (A. C.). Crime Control by the National Government. 
Washington, D.C.: The Brookings Institution, 1937. 8}. Pp. 
xiv + 306. $2.00. 


[An examination of the functions and organisation of the United States 
federal government in the field of crime control, and of the over-lapping between 
it and the states. ] 


National Bureau of Economic Research. Technical Progress and 
Agricultural Depression: E. Altschul and F. Strauss. New York: 
National Bureau of Economic Research Bulletin, 1937. Pp. 32. 


[This interesting and important interpretation of recent agricultural ex- 
perience is to be followed by a more detailed book; nevertheless, here is a wealth 
of suggestion. The Bulletin confines itself to a short introductory consideration, 
and to the discussion of wheat and cotton in particular. As regards wheat, 
the rapid increase in acreage and production, which began during the War, was 
accompanied by radical changes in technique, which changes in themselves— 
and this seems to be the main thesis—made adjustments to new market con- 
ditions more difficult. Output failed to fall in response to a fall in demand, as 
the highly mechanised farms must continue to grow wheat, and require a certain 
minimum acreage in order to be profitable, and also because the less mechanised 
farms expand output in an attempt—made difficult by the exceptionally low 
elasticity of demand for wheat—to cover their costs. At high prices the 
mechanised farm has an advantage over the non-mechanised farm; at lower 
prices the reverse may be the case. It is probable that at the bottom of the 
depression mechanised farms no longer enjoyed cost advantages, and that the 
previous tendency towards concentration was reversed. Nevertheless, it is 
concluded that, in the long-run, mechanisation will proceed. The réle of factors 
other than increased mechanisation are considered more briefly; it is decided 
that no solution from the demand side is to be expected. Cotton is chosen as a 
contrast to wheat. Mechanisation cannot in this case be said to have led 
to the latest depression, either in the areas in which it took place, or in those 
that continued to grow cotton in small tracts; the important factor is general 
business activity in cotton consuming countries.] 


Protnik (M. J.). Werner Sombart and his Type of Economics. 
New York: Eco Press, 1937. 9’. Pp. 132. $2.00. 


[To be reviewed.] 


Scumipt (E. P.). Industrial Relations in Urban Transportation. 
Minneapolis : The University of Minnesota Press (Oxford University 
Press), 1937. 9’. Pp. xii + 264. 14s. $3.00. 

[To be reviewed.] 


Smumpson (E. N.). The Ejido: Mexico’s Way Out. Chapel Hill: 
The University of North Carolina Press, 1937. 94”. Pp. xxi + 849. 
$5.00. 23s. 


[Dr. Simpson lived in Mexico for eight years as the representative of the 
Institute of Current World Affairs. His book relates the economic history of 
Mexico from the revolution of 1910 to June Ist, 1934, and will remain the 
standard work for this generation at least. As the title suggests, the story, 
which is often exciting, centres round the struggle for agrarian reform. Ejido 
means both the lands which have been restored to village communities under 
the reforms started in 1915 and also the village communities themselves. In 
some fascinating chapters Dr. Simpson presents case-studies of the working of 
the reforms in individual ejidos, and makes vivid his analysis of the impact of 
education and modern industrial methods on a people previously illiterate 
under a feudal culture. While making it clear that private property is in fact 
the accepted basis of economic activity in Mexico, he suggests that some form 
of decentralised socialism may prove most suited to the country. The book is 
exceedingly well documented; and geography, economics, politics and social 
psychology are effectively combined to make the statistics intelligible. The 
style is always readable, but lacks distinction. There are 40 maps and «harts, 
and 93 statistical tables. Future historians will find invaluable the catalogue 
of the agrarian laws, and the agrarian code of 1934 is translated in full, The 
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book’s format maintains the high standard which the University of North 
Carolina Press has set for itself; the photographs really illustrate the text and 
are beautifully ta Sr. Ramén Beteta writes an illuminating foreword, 
and there is a bibliography and an index.] 


SuapDE Kenprick (M.). The Undistributed Profits Tax. Washing. 
ton: The Brookings Institution, 1937. 8”. Pp. 108. 50c. 

[It is impossible to summarise in any detail the main findings of this closely. 
argued pamphlet, which reaches the unequivocal conclusion that the undis- 
tributed profits tax should be repealed; for these findings are too detailed, 
technical and many. Nevertheless, the fact that the author’s major task was 
to sift the testimony obtained from corporation officials in answer to a question- 
naire sent out in June 1937, requires underlining, as it means that the pamphlet 
is concerned more with business men’s complaints than with either the principle 
of ‘“ fundamental equity ’’ in taxation, or with the effectiveness of the tax in 
relieving business depressions. On the latter point the statement is made that 
the tax is not a certain preventive of depressions as it did not check the recession 
in 1937. But would anyone claim for it more than a mitigating influence? 
The fundamental weaknesses of the tax as stated in the conclusion are that 
it “limits the possibility of prompt and flexible capital epee ewer ”; “ handi- 
caps with particular severity a multitude of small and medium-sized business 
enterprises’; and is specially hard on new or temporarily unfortunate 
companies. ] 

Van Sant (E. R.). The Floating Debt of the Federal Govern- 
ment, 1919-36. Baltimore: The Johns Hopkins University Studies 


in Historical and Political Science, 1937. 93”. Pp. 88. $1.00. 


French 


Arration (A.). L’Or et la monnaie. Leur valeur, les mouve- 
ments de l’or. Paris: Loviton, 1938. 9”. Pp. 124. 25 fr. 

[Prof. Aftalion here recapitulates his views on the value of gold and its dis- 
tribution between countries under the gold standard and under a régime of paper 
money, and then analyses the three separate monetary systems from which 
France has suffered since October 1936 in the light of the theoretical summary. 
The argument is very simple, and little or no reference is made to the com- 
plexities of the French industrial crisis, but it will be most useful as a record of 
a strange period and as an introduction to its study. The last pages, as usually 
in contemporary books on France, reach no certain conclusions. } 

Dorax. L’Or et la Guerre ou le Franc et les Prix. Paris: Alcan, 
1937. 7}. Pp. 72. 8 fr. 

[More eloquent than reasoned, this is an appeal for a return to the gold 
standard and economic liberalism. It ends: ‘ ‘ Théorie’ dit Louis XVI, ‘ pas 


pratique.’ Alors les sans-culottes marchent sur Versailles, Louis XVI tend 
son cou & la guillotine et "Europe tombe en convulsions pendant un quart de 


siécle. . . .” 

GUILLAUME (G. et Ed.). Actualités Scientifiques et Industrielles, 
504. Economique Rationnelle. I. Méthode. Paris: Hermann, 1937. 
10”. Pp. 44. 5fr. 

[To be reviewed.] 

GurtLaumE (G. et Ed.). II. L’Economie pure. Le Domaine des 
méchanismes élémentaires formation des prix et des salaires. Paris: 
Hermann, 1937. 10’. Pp. 76. 8 fr. 

[To be reviewed.] 

GumiaumeE (G. et Ed.). III. L’Economie pure en interférence 
avec le domaine juridique. Paris: Hermann, 1937. 10”. Pp. 
55. 6 fr. 

[To be reviewed. ] 
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GuILLAUME (E. et D.). IV. Le Domaine économique-juridique 
national en interférence avec des mondes étrangers. Paris: Hermann, 
1937. 10”. Pp. 58. 6 fr. 

[To be reviewed.] 


GuILLAUME (G. et Ed.). V. Modéles mathématiques des mondes 
économiques. Paris: Hermann, 1937. 10”. Pp. 136. 15 fr. 
[To be reviewed.] 


Hauser (H.). Economie et Diplomatie; les conditions nouvelles 
de la politique étrangére. Paris: Sirey, 1937. Pp. viii + 86. 12 fr. 

[Five magisterial lectures on the problems of raw materials, emigration, 

ulation, etc. They are of interest chiefly for the light they throw on the 
French approach to the questions.] 


L'Institut Scientifique de Recherches Economiques et Sociales. 
L’Evolution de l’économie frangaise, 1910-1937. Paris: Sirey, 1937. 11’. 
[A useful volume of statistical tables.] 


Mampnoria (A.). Essai sur la monnaie dirigée. Lyon: Bosc 
et Riou, 1937. 10’. Pp. 291. 
[To be reviewed.] 


Manxrewroz (H.). Le Nationalsocialisme Allemand. Ses Doc- 
trines et leurs réalisations. Tome I. La conception national- 
socialiste du sens de la vie et du monde (Weltanschauung). Son réle— 
Ce qu’elle travaille 4 détruire. Paris: Librairie Générale de Droit et 
de Jurisprudence, 1937. 9}. Pp. xxiv + 248. 45 fr. 

[This is the first volume of a series which is to describe and analyse with the 
greatest possible degree of impartiality the life and institutions of the Third Reich, 
to be published by the Institut de Droit Comparé de l’Universitéde Lyon. The first 
volume, though the author is an exile, admirably succeeds in presenting an objective 
account of the fluid, confused and intangible, general attitudes of the Nazi leaders. 
The text is very largely composed of quotations from German authors, carefully 
selected to convey an idea of their modes of thought and expression as well as 
what they actually appear to a liberal reader to be attempting to say; and the 
footnotes, which are numerous and lengthy, contain a mass of relevant details 
concerning the writers quoted and the practical effects of their writings. As a 
result the volume as a whole must rank as one of the most serious and useful 
books about the régime. It is to be followed by another dealing more precisely 
with the institutions which the Nazis destroyed and created from the viewpoint 
of their ideas as described in this. If it is going to be as good as this, its success 
cannot be in doubt.] 

Pratrer (A.). Le Contréle des devises dans l’économie du III* 
Reich. Paris: Centre d’Etudes de Politique Etrangére, 1937. 84’. 
Pp. 185. 

[Excellently produced and inexpensive, this volume should be of great value 
as an introduction to the study of the exchange policy of the Nazi Government. 
The first part surveys briefly German economic policy as a whole; the second 
summarises clearly and precisely the elaborate methods of controlling — 
exchanges, and the third contains a cautious assessment of their results. e 
most interesting of several interesting appendices is a glossary of the new jargon.] 

TINBERGEN (J.). An Econometric Approach to Business Cycle 
Problems. Paris: Hermann, 1937. 10”. Pp. 73. 18 fr. 

[To be reviewed.] 

Travaux du Congrés des Economistes de Langue Frangaise 1937. 
Etude comparée du capitalisme et du bolchevisme. La Stabilisation 
monétaire. Est-elle souhaitable, est-elle possible? Paris : . Loviton, 
1937. 9”. Pp.174. 48 fr. 


[For the fifth time Swiss, Belgian and French economists have met for a 
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discussion of questions of general interest, and have published an account of 
their discussions. The speeches are characteristically general and, in some 
ways unprecise, but the English reader will find interesting data on the outlook 
of many well-known continental economists. } 


German 


Horwitz (A.). Preistheorie und Preiseingriff. Berlin: Scholem, 


1937. Pp. 71. 
[This doctorate dissertation is an examination of various types of ‘‘ market- 
forms,” i.e., of various degrees of freedom of competition; with reference in 
each case to the expediency of State price-intervention. The author introduces 
the concept of quasi-competition : although entrepreneurs may actually be in a 
non-passive position with respect to price, they may, for lack of insight, or of 
initiative, or for other reasons which are given, act as if there were for them a 
given price to which to make passive adaptation. State price-intervention igs 
therefore not justified merely by a fall in the degree of free competition, but 
requires also that the subjective reactions of the entrepreneurs concerned are 
such as to make them want to take advantage of this situation. One wonders 
about the scope and the practical value of the concept as a basis of policy.] 


MarnTox (C.). Die Stellung der Produktions und Konsumgiiter- 
industrie im Konjunkturverlauf. Hamburg: Evert, 1937. Pp. 101. 

[That the production-goods sector of our capitalistic economies is more 
“*sensitive to economic fluctuations’ than that sector which produces con- 
sumption-goods, is a generalisation found as an element in many recognised 
schools of thought. On inductive grounds Dr. Maintok, in this doctoral dis. 
sertation, holds this generalisation to have been true of prices as well as of 
production only before the World War; since the war it has been true only of 
production, and not of prices. The book is evidently meant to emphasise the 
extent to which many of the recognised theories of economic fluctuations involve 
the assumption of free competition, being therefore not directly applicable to 
historical situations which are characterised by a high degree of monopoly and 
of state intervention.] 


Manormezsco (M.). Die nationalen Produktivkrafte und der 
Aussenhandel. Berlin: Junker und Diinnhaupt, 1937. 9’. Pp. 
viii + 400. ; 


[To be reviewed.] 

PrisTER (B.). Sozialpolitik als Krisenpolitik. Stuttgart: Kohl- 
hammer, 1936. 94”. Pp. viii + 283. Rm. 9.00. 

[Dr. Pfister, whose excellent short work on the British unemployment 
insurance system, been reviewed in the Economic JOURNAL, is here 
dealing on a much larger scale with the results of the whole social and economic 
policy of Great Britain since the War. He regards measures involving the 
transfer of income to the poor as of supreme importance during a depression 
from the point of view of maintaining the level of effective demand. From this 
standpoint also he commends wholeheartedly the maintenance of wages, and 
supports his conclusions with a great deal of interesting statistical evidence and 
with a reasoned theoretical argument. In a survey of the recovery measures 
adopted since 1931, the author would appear to do too much honour to our 
statesmen and financial leaders, when he suggests that they were actuated 
throughout by a conscious and consistent policy. This book illustrates Dr. 
Pfister’s capacity for putting in a short space much that is worth saying. His 
main thesis, with its emphasis on the consumption as distinct from the production 
end of the economic system, is open to criticism on the ground that it is too one- 
sided. But it supplies a useful correction to the opposite tendency which is to 
be found in many economic writings.] 

Trepsz (S.). Probleme des deutschen Schiffsbeleihungswesens. 
Wirzburg : Mayr, 1937. Pp. 92. 

[A study of the history and practice of bottomry in Germany and other 
countries. } 
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WeseR(A.). Depositenbanken und Spekulationsbanken. Munich: 
Duncker und Humblot, 1938. 93”. Pp. xviii+ 402. Rm. 14 
(paper). Rm. 16 (cloth), 

[To be reviewed.] 


Yrn-Kwone Cuen. Die landwirtschaftlichen Genossenschaften 
in China und die Anwendbarkeit der Systeme des deutschen land- 
wirtschaftlichen Genossenschaftswesens auf ihre Fortbildung. Leipzig : 
Buske, 1937. Pp. 114. Rm. 3.37. 

[This survey gives an impressive account of the development of farmers’ 
co-operatives and especially credit-unions in China since 1919, and compares 
them with similar institutions in Germany.] 


Austrian 


Lewin (L.). Uberfremdung. Eine Untersuchung iiber das 
Ausiandskapita] unter besonderer Beriicksichtigung des Aktienwesens. 
Vienna: Osterreichischer Wirtschaftsverlag Kommanditgesellschaft, 
Payer, 1937. 9”. Pp. 80. Rm. 3. 


[The author deals with the problem of foreign ownership of joint stock com- 
panies, and with its effects upon capital importing and exporting countries.] 


Danish 


JENSEN (E.). Danish Agriculture. Its Economic Development. 
Copenhagen : Schultz, 1937. 93”. Pp.xvi+ 417. $3.75. 
[To be reviewed.] 


Finnish 


The Northern Countries in World Economy. Denmark-Finland- 
Iceland-Norway-Sweden. The Delegations for the Promotion of 
Economic Co-operation between the Northern Countries, 1937. 9’. 
Pp. 240. 


[In the section of this book dealing with the Northern Countries as producers 
separate chapters are devoted to agriculture; fishing and whaling; forestry and 
woodworking; mining, metal and quarrying. The chapter on the Northern 
Countries as consumers emphasises that the importance of the group in the world 
economy is under-estimated if measured by population, owing to the high standard 
of living and the relatively even distribution of purchasing power. Thus, 
although the population is only 16 million, the value of imports is exceeded by 
that of only three European countries, and the value of imports per head only by 
Britain. The remaining chapters are on communications, the tourist industry, 
the international balance, trade policy and economic co-operation. An appendix 
contains full statistical tables. ] 


WirtKxowsk1 (M.). Grossbanken und Industrie in Deutschland, 
1924-1931. Tampere, 1937. 9}. Pp. 71. 

[Riesser’s pre-War standard work on the great German Banks will be recalled 
by many. e present dissertation by Dr. Wittkowski continues that theme 
for the post-War stabilisation period. The argument, supported by many 
original and interesting citations, is that the German Banks did not regain, let 
tlone expand, their pre-War position of power with respect to the control of 
industry in general. A number of topics discussed in this doctoral dissertation 
are of more than local interest; as, for instance, the discussion of methods of 
wlf-finance developed by German industry. This discussion is especially 
iIMteresting because it is presented against the background of more and more 
"ree corporate interlockings and devices for assuring their oligarchic 
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Italian 


CapopaGuLio (G.). Sommario di storia delle dottrine economiche, 
Bologna: Zanichelli, 1937. Pp. 220. 221. 
[An elementary textbook of the history of economic theories.] 


Cicli economici. Contributi dell’Istituto di scienze economiche, 
Seconda serie. (Pubblicazioni dell’Universita Cattolica del Sacro 
Cuore. Vol. XVII). Milano: Vita e Pensiero, 1937. Pp. 213, 201. 


[This volume contains the following contributions: F. Vito, Forced Saving 
and Trade Cycles; B. M. Biocchi, Savings, Investments and Trade Cycles; E. 
Caccia-Fuchs, Gold Standard and Trade Cycles; G. Gobello, Equilibrium and 
Trade Cycles.] 


Mortara (G.). Prospettive economiche, I grandi problemi. 
Milano : Universita Bocconi, 1937. Pp. xvi + 407. 501. 


[This annual has hitherto been devoted to a survey of the world markets 
for the principal commodities, followed by prudently non-committal forecasts of 
their future movements. In this, its sixteenth edition, the nature of the publica. 
tion has been completely changed by being brought into closer agreement with 
the aims of fascist policy. Its object appears to be to supply the information 
relevant to a “‘ redistribution ’’ of territories and sources of raw materials. The 
volume is divided into two parts and an epilogue. The first part contains a 
survey of natural resources and populations by continents, countries and empires. 
The second analyses the composition of international trade, and has sections on 
capital movements, invisible exports and human migrations. The epilogue 
estimates the possibilities of autarky, particularly from the standpoint of Italy. 
The book is packed with interesting information, skilfully collected and arranged; 
and it is gratifying to find that abuse of non-fascist countries is confined to 
occasional outbursts. ] 


TRAVAGLINI (V.). Il concetto di capitalismo. Padua: Cedam, 
1937. Pp. 58. 


[A lecture o- at Oxford, on the origin of the word ‘‘ Capitalism ” and 
0: 


the use made of it by economists and historians. } 


Official 
BRITISH. 

Report of the Commissioner for the Special Areas in England 
and Wales for the Year ended 30th September 1937. London: 
H.M. Stationery Office, 1937. Pp. xii + 209. 3s. 6d. 

[Reviewed in this issue.] 

Report of the Commissioner for the Special Areas in Scotland 
for the Period 7th July, 1936, to 3lst August, 1937. London: 
H.M. Stationery Office, 1937. Pp. 76. 1s. 3d. 

[Reviewed in this issue.] 

Statistical Abstract for the United Kingdom for each of the 
fifteen years 1913 and 1923 to 1936. London: H.M. Stationery 
Office, 1938. 93”. Pp. xvii + 453. 7s. 


Report by the Food Council to the President of the Board 
of Trade on Costs and Profits of Retail Milk Distribution in Great 
Britain. London: H.M. Stationery Office, 1937. Pp. 36. 9d. 

[The general objects of this inquiry were to study the variation in the profits 
of milk distribution, the causes of these variations, the costs of the services 
rendered and the possibilities of “‘ rationalisation.’”’ About 90 completed ques- 
tionnaires were obtained from distributors, no producer-retailers being included. 
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One difficulty in the way of determining profits arises from the importance of the 
distribution of other goods by the milk-distributors. Here the view is taken 
that ‘‘ the trade in other goods is ancillary to the milk business,’’ and thus that 
profits earned in this way must be included in the total profits of milk distribu- 
tion. The report shows that there are very large variations both in costs and 
in profits (the costs of United Dairies, Ltd., and of the London Co-operative 
Society are com in detail); that although it is difficult to decide what level 
of profit per on is reasonable, one indication is provided by the Co-operative 
Societies which, with the existing minimum distributors’ margin, make a high 
rate of profit, above the average level; that a reduction in the number 
of distributors and a re-arrangement of the trade between them are desirable; 
that the fixing of minimum retail prices leads to a socially unnecessary degree 
of competition in services, and is detrimental to the consumer in those 
districts where the distributor performs less elaborate services than elsewhere. 
If it were desired to lower retail prices, the Report advocates “‘ rationalisation,” 
and either the freeing of retail prices from control or some reduction in the minimum 
distributive margins. The Report is, however, concerned to inquire rather than 
to recommend. ] 


Twenty-Eighth Report of the Commissioners of His Majesty’s 
Customs and Excise for the Year ended 3lst March, 1937. Lon- 
don: H.M. Stationery Office, 1938. 9}. Pp.219. 3s. 6d. 


Public Social Services. London: H.M. Stationery Office, 
1937. Pp. 20. 4d. 
[Gives the total expenditure under certain Acts of Parliament, for England 
and Wales and Scotland, during the financial years 1900, 1910, 1920, 1930, 1935 
and 1936.) 


Report of the Industrial Assurance Commissioner for the Year 
ended 31st December, 1936. London: H.M. Stationery Office, 
1937. 94. Pp. 99. Is. 6d. 

[This Report is concerned largely with the ee and applications, under 
Section 32 of the Industrial Assurance Act, from policy-holders and others having 
an interest in industrial assurance. It includes full abstracts of the accounts, 
balance sheets and valuation returns of industrial assurance companies and 
collecting societies. ] 


Report of the Chief Registrar of Friendly Societies for the 
year 1936. Part 3. Industrial and Provident Societies. London : 
H.M. Stationery Office, 1938. 13”. Pp. 42. 2s. 


Registry of Friendly Societies. Co-operative Societies. 
Statistical Summaries, 1926-36. London: H.M. Stationery 
Office, 1937. 2d. 


Western Australia. Statistical Register for the Year 1936- 
37 ana Previous Years. Part I: Population and Vital Statistics 
1936. Part VII: Mineral Statistics and Water Conservation. 
Part X: Education, Science and Art. Perth: Government 
Printer, 1937. Pp. 31, 15, 10. 


Department of Commercial Intelligence and Statistics, India. 
Review of the Trade of India in 1936-37. Delhi: Manager of 
Publications, 1937. Pp. viii + 362. Rs. 2.80, 4s. 6d. 


Report of an Enquiry into Working Class Family Budgets in 
Ahmedabad. Bombay: Government Stationery, 1937. 94”. 
Pp. 85. As. 4, 5d. 

_ [The purpose of this enquiry was to discover how far the results of an examina- 
tion of working class budgets made in 1926 had been modified by the subsequent 
rapid growth of the city. As many as 90 per cent. of the factory workers in the 
city were in 1935 occupied in the cotton mills, and their number had grown by 
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some 74 per cent. since 1926. Families were classified into ‘‘ natural families ” 
and “joint households.” The average. monthly income of all working class 
families was found to be Rs. 46—5-0, that of ‘‘ natural families ’’ being Rs. 39-13-8 
and that of “‘ joint households ’’ Rs. 54-14-9. In the two lowest income groups 
(those below Rs. 30) expenditure was found to exceed income. Above that level 
there was a surplus, the average for all families being Rs. 5-9-2. Of the 129? 
families studied, 68-75 per cent. were in debt, and about 32 per cent. of all indebted 
ness was due to marriages. The average debt was about Rs. 322; the burden of 
debt was equivalent to nearly 14 months income of indebted families with income 
under Rs. 20. It was between 5 and 7 months income of the groups receiving over 
Rs. 40. Expenditure has been analysed in detail, but there is no attempt to 
establish a poverty line or to relate the family incomes to it.] 


Eaypr. 
Ministére des Finances, Egypte. Rapport sur le commerce 
extérieur de l’Egypte pour l’année 1936. Cairo, 1937. Pp. 212. 


AMERICAN. 
Annual Report of the Social Security Board. Washington: 
United States Government Printing Office, 1937. Pp. xii + 129. 


LEAGUE oF Nations. 

League of Nations. Balance of Payments 1936. Geneva: 
League of Nations, Allen and Unwin, 1937. 10}. Pp. 236. 
6s. (paper). 

[This volume analyses the international accounts of 36 countries, as against 
29 countries in last year’s edition, thus including all the principal trading coun- 
tries of the world except Italy, for which no data are available since 1930. A 
full introductory chapter is devoted to an analysis of recent tendencies, in which 
the changes in the balance on current account of creditor and debtor countries; 
international capital movements; tourist traffic; emigrants’ remittances; 
capital market and gold movements, are all subjects given attention. Summary 
tables for most countries show balances, and for comparison’s sake there is a 
synoptical table of these balances converted into U.S. gold dollars. In 1936 
there was a relaxation of the strain on debtor countries owing to the increase 
in the aggregate passive balance of the United States, the U.K. and France, 
but there were few new capital issues floated in international capital markets for 
these countries. ] 

League of Nations. International Trade Statistics 1936. 
Geneva: League of Nations, Allen and Unwin, 1937. 10}”. 


Pp. 384. 10s. (paper). 

[The new volume gives foreign trade statistics, of merchandise, bullion and 
specie, for 65 countries for the years 1934-1936. For most of the countries 
there are seven tables, classifying the imports and exports in various ways. 
There are in addition a series of tables, relating to about 20 countries, showing 
imports and exports grouped according to the classification drawn up by the 
League Committee of Statistical Experts consisting of a ‘‘ Minimum List” of 
456 commodities. ] 

League of Nations. International Trade in Certain Raw 
Materials and Foodstuffs by Countries of Origin and Consumption, 
1936. Geneva: League of Nations, Allen and Unwin, 1937. 


103’. Pp. 164. 58. (paper). 

[In this second issue of a publication intended to increase the comparability 

of international trade statistics, complete statistics are given for 1935, provisional 
statistics for 1936. The thirty-five commodities covered include wheat, sugar, 
rubber, wood, wool, cotton, iron and steel, motor spirit. The number of import- 
ing countries has been increased to 122 from 42 in the last issue. The introduction 
considers the various causes of discrepancies and possible errors involved in 
trying to secure comparability of exports with corresponding import data. One 
particular difficulty is that of distinguishing between the country of origin and 
that of consignment. It is believed the figures provide a general indication of 
the flow of goods from producing to consuming countries. ] 
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INTERNATIONAL INSTITUTE OF AGRICULTURE. 


Contributions to the Study of the Problem of Nutrition. 
No. 1. Investigations into the Margin between Producers’ and 
Consumers’ Prices of certain Foodstuffs. Rome: International 
Institute of Agriculture, 1937. Pp. 102. 101. 


[This is the first of a series of contributions by the International Institute 
of Agriculture to the study of the problem of nutrition, undertaken in response 
to the initiative of the League of Nations. Part I is a general survey of the 

roblem, Part II is an exposition of the inquiries made, and results obtained, 
in investigations relating to ten European countries and to Canada and the U.S. 
The term distribution refers throughout not only to transport and selling but 
also to processing. Part I analyses, with the aid of economic technique, the 
information obtained in Part II and offers in addition suggested methods for the 
reduction of distribution costs. Distribution costs are not only high but have 
shown a tendency to increase, relative to price, ever since the war. It is sug- 
gested that the evidence indicates that distribution costs are often “‘ not justified 
either by economic law or by the economic interests of the community ’’, and it is 
emphasised that a given distributor’s margin is not necessarily justified because 
it is equal to all the costs incurred. On the question of imperfect competition, 
German figures show that the degree of competition might be raised by increasing 
the consumers’ knowledge of market conditions, and on the producers’ side it 
is pointed out that the tendency for the spread of monopolistic powers among 
distributors has been aggravated by State economic policy, such as the British 
Marketing Boards. The control of monopolistic tendencies has to be reconciled, 
although this is not considered by the Report, with greater co-operation among 
retailers to abolish overlapping services. It is to be ho that this “‘ tentative 
first report °’ will be followed by others of equal interest. 
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